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THOMAS W. WILSON. 


__id upon oral examination by counsel for th 

_itiff, after having been first duly sworn. 


i&ed and deposed as follows: 


J2t. TOPMAN: 


EXAMINATION 


Good morning, Mr. Wilson 


Good aorning. 

Please state your home addre— 


- -r?nt empltfVment 


psimw * namb 

Brown & Williamson T-- 




—- rrrra t i on . 


MR. PHILLIPS: You may want 
O' 


__ name on the record. 

2r. Q. You don’t have it? Okay. 

_ 

A. Thomas W. Wilson. 

— Q. Okay. Canyou ^escribe your __— 

r; — a 1 education for le, Mr. Wilson, please? 

— A. Went to Virginia Coahsonwealt. 

21 varsity in Richmond, Virginia, where I rece- 

❖ 

21 _ Degree in Accounting. 


Any post undergraduate courb> 


Are you a C.P.A.? 
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(B&W) PR< 


When did you graduate from college? 


1972 


Can you describe for me where you 


worked from the time you graduated college to the 


present time? 


Started work at Brent Co, Incorporated 


8 which is a small manufacturer of railroad ball bearings 

w 

9 worked there for 3 1/2 months as an accounts payable 


10 clerk 


I then took employment with Brown & 


12 Williamson Tobacco in September of 1972 at Petersburg 


13 Virginia, as a 


junior- 


accountant . 


Then I transferred to Louisville. 


15 Kentucky, 3 1/2 years later. 


1 97 5? 


17 A. Yeah. Where 1 worked in the budget 

18 and cost department as a cost and^budget account, 

19 transferred to the general accounting department a year 

20 later as supervisor of budgets and safes accounts. And 

21 then 4 1/2 years later I transferred to current 

22 position which is manager of budgets and forecasting. 

23 Q. That would be 1980? ® 

24 A. Yeah, '81, I believe. 

25 Q. And have you remained in that 
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(B&W) PROTECTED BY MINNESOTA TOBACC 




5 

position since? 


A . 

Yes, sir. 

! 

Q. 

Can you describe generally your 

O responsibilities 

in that job? 

A . 

I currently supervise 3 cost 

analysts, who their responsibilities are to coordinate 

the budget activities, consolidate all the budgets and 

submit tff management the budget packages. We prepare a 

financial report 

which we submit to the senior 

O 


management monthly reporting actual variances against 

those budgets. <jjfe do profit forecast quarterly for 

B.A.T.U.S., we do 

special projects as deemed appropriate 

whenever management needs assistance in those areas. 

Q • 

Oka y . q , 

A . 

We also do some 5-year plan 

forecasting. 

* 

Q • 

Who are the 3 people that work for 

you, Mr. Wilson? 

C9 

A . 

Jerry Brumleve, Dan Elswick, and 

Jackie Bearden. 

P“ 

Q • 

You mentioned a quarterly profit 

review? 


A . 

Yes, sir. ® 

Q. 

Is that referred to In the vernacular 

as the QPR? 
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(B&W) PR( 


some cases. 


of the business 


Yes, yes. State of the business in 


I'm sorry? 


Sometimes it's used in terms of state 


Instead of going QPR? 


Yes, sir. 


It's done on a calendar quarter? 


Yes, sir. 


Are you principally responsible for 


11 the preparation of the QPR? 

O 


14 for it, yes 


MR. PHILLIPS: Objection to form. 

My^ staff and myself are responsible 


To whom is the QPR distributed? 


To senior management. Most -- I would 


17 say the VP levels and to B.A.T.U.S. 


And B . A . T . US . s 


^a nd s 


for? 


20 holding company. 


B.A.T.U.S. stands for -- it's our 


MR. PHILLIPS: Do you want to know 

<> 


22 what the initials stand for? 

23 Q. Yes, what does B.A.T.U.S. s$and for? 

24 A. I'm not sure I can explain that other 

25 than it's just British American Tobacco U.S. I guess. 
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(B&W) PI 


How long after the quarter is the QPR 


usually completed? 


month following 


Normally within the second week, the 


Prior to its being sent to senior 


6 management and B.A.T.U.S., who reviews, if anybody, the 


vP 

drafts? 


Heger. 


Tony Bacon, and in some cases Carl 


10 Q. O Is there a meeting to discuss the QPR 

11 amongst senior management after it is issued? 

o 

12 A. I'm not aware of any routine meetings. 

13 Q. What about, is there a routine meeting 

14 with B.A.T.U.S. after issuance of a QPR about the QPR? 

O' 

15 MR. PHILLIPS: Objection. With 

16 B.A.T.U.S. you mean between Brown & Williamson and 

* 

17 B.A.T.U.S.? 

18 MR. TOPMAN: Ye^. 

19 A. There is what they call a chairman’s 

20 meeting or an operating meeting which^they -- the 

21 chairman of each corporation will discuss the quarterly 

£ 

22 results. 

23 Q. And in 1984, who would haveObeen the 2 

24 participants at that meeting, one on behalf of Brown & 

q* 

25 Williamson and one on behalf of B.A.T.U.S.? 
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(B&W) PI 


MR. PHILLIPS: Objection as to 

form. 

A. I believe Wally Hughes would have been 

a participant for Brown 4 Williamson. 

Q. What about for B.A.T.U.S.? 

A. Charley McCarty. Charley McCarty, 


C.I. McCarty. 

V 


Okay. In 1985 the same question? 
MR. PHILLIPS: Same objection. 


1 0 


A . 

° There again. 

I believe it would be 

11 

Tommy Sandefur. I'm not sure because of the transition 

O 

12 

we were 

going through and there 

again, I believe either 

13 

McCarty 

o r 

Frigon at? B.A.T.U.S. 


14 


Q • 

Okay. Did Mr 
O' 

. Frigon join B.A.T.U.S. 

15 

in 1985? 



16 


A . 

I don't know. 


1 7 


Q ■ 

* 

What is Mr. Frigon's position at 

18 

B . A . T . U . 

S . ? 


C9 

19 


A . 

His exact title I'm not sure of, but 

20 

believe 

h e 1 

s chairman. 


21 


Q • 

And Mr. McCarty's position? 

<> 

22 


A . 

He's retired 

now . 

23 


Q. 

Where does he 

live, sir? ® 

24 


A . 

I don't know. 


25 


Q • 

You mentioned 

\S> 

budget packages. What 
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(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


1 

2 

1*3 

4 

5 

6 

7 

8 
9 

10 
1 1 
1 2 

13 

14 

15 

16 
1 7 
18 

19 

20 
21 
22 

23 

24 

25 


is a budget package comprised of? 

A. Basically budgeted trading profit 

statements, contribution statements from the domestic 
business, international business, detailed marketing 

> 

budgets, detailed G and A budgets, detailed 
international budgets, detailed corporate account 
b u d ge*t s . 


Q ■ 

<53 


By corporate account budgets what are 

you referring to, Mr. Wilson? 

A. O One would be something called COC 

manufacturing which is a culmination of overheads for 

o 

the branches, inventory valuation accounts. 


Q • 

A . 

Q ■ 

little book? 

A . 


Th&se were on a budgeted basis? 

Yes , sir. 

I take it this package is like in a 


It's a fairly good sized book. It's 


monthly budgets, so It would have each month's activity 

C3 

Q. I see. Do you have these in your 

files, by the way? & 

A . Yes . 

❖ 

MR. PHILLIPS: You've also gotten 

them, I believe. I think you also have gotte© them. 

MR. TOPMAN: We've gotten a book 

d* 

containing monthly budgeted training profit. 
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(B&W) PR( 


MR. PHILLIPS: I believe that the 

budget package he's referring to has been produced to 
you. If you would like me to check on it I will. I 


believe it has been. 


A. I think, if I may, I'm referring to a 

consolidated book. What they have received is the 
monthly reports reflecting what's in their consolidated 
book, Southey have not received it in the total context 

of the budget binder, per se. 

O 

Q. You also mentioned let me back up. 

The budget package is something you are responsible, 

o 

your department and you are responsible for preparing? 

0 

MR. PHILLIPS: Objection to form. 

A. Consolidation of, yes. We have input 

from various other departments who create their own 

individual budgets. We are in more of a gathering 

* 

consolidation mode. 

Q. And is there s$ch a sheet prepared for 

generics such as budgeted trading profits for generics 


every month? 


No, sir. 

v 

There is not? 

No, sir. ® 

This is the budgeted trading profit 
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(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 

O 

O 

o 

O' 

* 
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o 

<* 
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(B&W) PI 


Total corporation. 


I see. Do you prepare, other than the 


budget package, trading profit on a budget basis for 


generics? 


5 MR. PHILLIPS: Objection to form. 

6 A . Yes. we have. 

7 Q. Have you done that on a regular basis? 

8 MR. PHILLIPS: Objection to form. 

9 A. Regular basis being -- 

10 Q. ° Routine. Either a monthly basis, for 

11 example, for a quarterly basis? 

o 

12 A. We don't have a monthly trading profit 

13 for generics. We d o'* i t on a consolidated basis, annual. 

14 Q. In other words, you calculate for 

O' 

15 generics a budget on an annual basis? 

16 A. Yes,sir. 

<P 

17 Q. Do you do that on a regular basis? 

18 MR. PHILLIPS: gbjection to form. 

19 What do you mean by that? 


21 generics. 


Prepare an annual budget for 


I'm going to say yes to the extent we 


23 have defined a 1984 budget and we have a 19850budget for 


24 generics defined. 


You refer to a 1984 budget. 
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(B&W) PROTECTED BY MINNESOTA T OBACCO C ITI GATION PROTEC T IVE ORDER 




1 

2 

^3 

4 

5 

6 

7 

8 
9 

10 
1 1 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


13 

A. Marketing spend, sales quantities and 

brand contribution. 

Q. The Marketing spend and the sales 

quantities are figures that go into calculation of brand 
contribution? 

A . 




Q ■ 


Yes , sir. 


18 there a trading profit figure 


included in the financial Monthly report for generics? 
(55 


A . 

Q • 


No, sir. 

You Mentioned a 5-year plan 


Does 


Brown & Williamson have a practice of regularly 

o 

preparing 5-year plans each year? 


A . 

Q. 


Ye% , sir 


What was your departaent ' s 

O' 

participation in that, say, of 1984 and 1985? 

A. There again, basically the same as 

the budget process, the consolidation of data generated 
by other sources, sales forecasts coalng froa Market 
research, cost factors cosing froa the cost group, and 
Marketing coning froa the Marketing gPoup. 


Q. 

froa Marketing? 
A . 

Q. 

A. 


Okay. You say sales forecast cones 

Marketing research for the Most part. 
Who heads that up? 

Betty Sproule, the forecasting unit. 
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(B&W) P ROTECTED BY M I NN E SO T A T OBACCO L ITI GA TI ON PRO T EC TI VE ORDER 


( 


1 

2 

*3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


14 


Q. The cost information. Is that a 

reference to variable »anufacturing costs? 


A. 

Q. 

A . 


Yes, 8ir. 

Does it refer to anything else? 

MR. PHILLIPS: Objection. 

When I say variable cost it could mean 


& 


excise tax. it could mean freight, it could mean 

stamping, all those components that are deducts to 
$ 

variable margin. 

Q. O And who heads up the cost group that 

provides you that Information? 

o 

A. Gwen Willingham. 


Q. 


Tffen the third item you mentioned was 


marketing. Who would provide you with that information? 

A. We coordinate a lot of our activities 

through Tom Morrine, who is a finance liaison with the 

* 

marketing group. 

Quite often we will get information 

G 

directly from senior marketing people. 

Q. These are the sales^force people? 


A . 


No, sir. This is what we call 


corporate office marketing staff. 

Q. Who heads corporate marketing? 

A. Dick Blott. 


d* 


Q. 


When did Niss Willingham become head 
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15 

i 

of the cost group, roughly, Mr. Wilson? 




2 

A . 

I'» going to say Noveiber, '84. 

* 3 

Q. 

And who headed that up prior to Miss 

4 

Wi11inghas, Nr. 

Tucker? 


O 


5 

A . 

No, Henry Frick. 

6 

Q. 

Mr. Frick. 

7 


And he was there for 1984? 

8 

A . 

<55 

Yes, sir. He was there for quite some 

9 

time. 


10 

Q. ° 

Are you familiar with the line item 

11 

sales proaotion 

specific? 

o 

12 


MR. PHILLIPS: Objection. What do you 

13 

■ ean by aware? 


14 

Q- 

Brand contribution sheets. 



<?> 

15 

A . 

Yes . 

16 

Q. 

Do you receive those reports on a 

17 

■ on th1y basis? 

* 

18 


MR. PHILLIPS: ^hose reports, you lean 

19 

the brand contribution sheets? 

20 


MR. TOPMAN: No, ttfe ones that refer 

21 

to sales promotion specifics. 

22 

Q. 

Do you receive reports on a Monthly 

23 

basis which reflect sales promotion specific Expenses? 

24 

A. 

Yes, they are at ay access, yes. 




25 

Q. 

Okay. Who prepares those reports? 
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(B&W) PROTECTEI 

BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER - 

n 

l 


A . 

They are system-generated reports, b 

( 2 

the 

responsibility for distribution, the input to thos 

CO 

sheets would 

come from general accounting group. 

4 


Q. 

That was the case in 1984 and 1985? 

° 5 


A . 

Yes, sir. 

6 


Q. 

When did you first learn that Brown i 

7 <S 

Wllllaison was considering going into the generic 

8 

business? 


9 


A . 

July of 1984. 

10 


O' 

o 

How did you learn that? 

1 1 


A . 

Basically through my discussions witl. 

12 

O 

Gene Tucker, 

my superior at that point in time. 

13 

14 


Q. 

s, Mr. Tucker was assistant controller 

a t 

that time? 


15 


A . 

Yes, sir. 

16 


Q • 

Had you heard that Brown & Williamson 

17 

was 

considering doing o*$ manufacturing generics prior t 

18 

discussion in 

July of ’84? 

<s 

19 


A . 

I’m going to say not in my capacity 

20 

at 

work, no. 


21 


Q. 

What about not in your capacity at 

<> 

22 

work? 


23 


A . 

I would say it was probably rumor mil. 

24 

as 

such, but 

that's -- 

( 25 


Q . 

Have you ever been involved in your 
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(B&W) PR( 


1 position as head of budgeting at Brown & Williamson in a 

2 situation where Brown & Williamson went into a new 
^ 3 product, a cigarette product besides generic? 

4 MR. PHILLIPS: Objection to form. 

O 

5 A. Have I been involved in it to -- while 

6 I have been employed with B&W we have Introduced new 


brancPs , yes . 


Have you been involved in the 


9 budgeting process related to that? 


MR. PHILLIPS: The introduction of new 


11 brands, what that refers to? 


Yes, 8ir. 


13 Q. Ha’ve you ever prepared scenarios that 

14 show possible profit which might accrue from the entry 

O' 

15 of that new product? 

16 A. Yes. sir. 

17 Q. That would be normal responsibility 

18 for your department? 

<9 

19 - MR. PHILLIPS: Objection to form. 

20 A. Yes. sir. P 

21 Q. But you didn't do that with respect to 

22 generics; is that right? 

23 MR. PHILLIPS: Objection tap fora. 


Prior to July 1984? That's correct 
Do you know when Brown & Williamson 
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< 




1 

2 

^3 

4 

5 

6 

7 

8 
9 

10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


began to manufacture generics? 

A. The specific dates, no, sir. 

Q. Roughly, July of '84? 

A. I really can't say. 

Q. Do you remember whether you learned 

about Brown & Williamson considering going into generics 
before or after they had begun to manufacture generics? 

A. I don't know when they started 

manufacturing so I can't answer that. 

Q. O Let's mark as Wilson Exhibit 1 a 5- 

page document titled. "File notes sales forecast and 

o 

profit scenarios," stamp numbers 171807 through 811. 

({Thereupon, Wilson Deposition Exhibit 
1 was marked for identification.) 

Q. I show you what has been marked as 

Wilson Exhibit 1 for identification, Mr. Wilson, and ask 
you to review that, please. 

Q. Have you had a ^hance to review Wilson 

1 for identification? 

A. Yes. ? 


Wilson? 


Q. Have you ever seen that before, Nr. 

<* 

A. Yes. 9 

Q. When did you first see it? 

A. I would say sometime around July. 
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(B&W) PI 


Who gave it to you? 


Gene Tucker. 


you? 


Okay. And what did Mr. Tucker say to 


This is soae background on some work 


6 that had been performed in the generic, potential 

d' 

7 generic entry into generic business. 

8 <^. Can you describe fro* the 

9 conversation as best you recall what you said back to 

o 

10 him and what he then said to you back and forth, the 2 


11 of you? 


It's going to be very difficult but 


13 basically what we were doing was he was bringing we 

14 current on the events that had happened prior to July, 

15 so that when the need arose for us to do any further 

16 updates, that we would have soae background in which to 

* 

17 build from. 

18 Q. Okay. And did gou subsequently, after 

19 receiving this file note, do work with respect to 

o> 

20 generics and budgeting in your departaent? 

21 A. Yes,sir 

22 NR. PHILLIPS: Go ahead. 

23 A. We became tore involved wlt% the 

24 actual calculations at that point In tiae. 

25 q. You used this file aeao as your sort 
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(d&W) 


1 of introduction and building block? 


Or background as to what had 


■^3 transpired prior to. 


Prior to July of '84? 


(Nodded head affiriatively . ) 


Is this the only document you 


7 receded fro* Mr. Tucker? 


No , sir. 


10 Tucker? 


What else did you receive from Mr. 


Basically most -- any of the 


significant calculations that they would have gone 
through I would haveS*received a copy of. 


inches? 


calculations? 


How much material was it, say, in 


Probably a couple inches, an inch. 


Did he explain to you any of the 


MR. PHILLIPS: Objection to for*. You 


■ean how they were arrived at? P 

A. I think probably on an exception 

basis we discussed specifics on certain ite*s depending 
on a need and what work was being performed. $ 


Do you have any recollection of which 


particular ones? 
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(B&W) PI 


Not particularly, no. 

Okay. Is this, on Wilson Exhibit 1, 


is this any of your handwriting? 


No , sir. 


5 Q. Do you recognize whose it is? 

6 A. That particular handwriting, no, sir. 

7 Q. I take it that everything that Mr. 

8 Wilson h t^s referred to in tens of the calculations and 

9 everything have been produced froi his files? 

10 ° MR. PHILLIPS: I believe so. 

11 Q. Did Mr. Tucker explain to you who had 

o 

12 been involved in waking 2 calculations that went into 

13 the docuients he gave you? 

14 MR. PHILLIPS: Objection as to form. 

O' 

15 A. I don't recollect hla giving we 

16 specific naies as to who was Involved. 

17 Q. Did you acquire an understanding of 

18 how those calculations were wade ^t soie point in tiae? 

19 MR. PHILLIPS: Objection to fora. The 

20 problea is we're talking about soae v£gue calculations. 

21 We don't know what kinds of calculations ^ou are talking 

22 about, calculations of forecast, of unit sales, for -- 

23 MR. TOPMAN: Whatever calculations Mr. 

24 Wilson referred to when he gave his answer. 

25 MR. PHILLIPS: Did you cose to have an 
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1 understanding? 


MR. TOPMAN: When your time cones, 


*3 Will, you can exanlne on redirect. 

4 MR. PHILLIPS: Go ahead, please. 

G 

5 A. Repeat the question again. I'n sorry. 

6 Q. That nakes two of us, Mr. Wilson. 

d> 

7 Did you cone to have an understanding 

8 of how the calculations were nade in the docunents which 

<53 

9 Mr. Tucker gave you? 

10 ° MR. PHILLIPS: Sane objection. All 

11 the docunents which Mr. Wilson gave hin and all the 

o 

12 calculations in there, is that what your question is? 

13 Q. Or^any of then, yes. 

14 A. I would say no, we did not sit down 

15 and talk about the specifics of each calculation, only 

16 when future calculations were involved, if I needed 

**> 

17 assistance as to how it related to his previous 

18 calculation, that we would divulg^ into that detail. 


Were you called upon or your 


20 departaent called upon to Bake any pe 


?i odic 


or other 


21 routine kinds of calculations with respec£ to generics? 

22 MR. PHILLIPS: Objection to fora. 

23 A. What do you Bean by other rSutlne 

24 calculations? I'm not sure. 

25 Q. Well, were there any periodic 
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calculations that were required with respect to 


generics? 


MR. PHILLIPS: Of any kind? 


Yes . 


What were they? 


I would say various brand 


7 contribution scenarios based on various assumptions laid 

8 forth, various trading profit calculations based on 

9 various assuiptions, what-if-type of scenarios; if we do 

10 this, how m u <?h is left for trading profit or rebates 

11 relative to these particular assumptions, what 

o 

12 break-even type analyses, what volumes would we need to 

13 break even under various scenarios, just a multiplicity 

14 of those type of calculations. 

O' 

15 Q. Let’s mark as Wilson Exhibit 2 a 2- 

16 page document, first page is a memo from Gene Tucker to 

17 Lanny dated 7-18-*84, and the second page is entitled, 

18 " B * W weighted average costs/profi^s generic business" 

19 with the initials at the lower left T.W.W., revised 


20 7-18-'84. 


MR. PHILLIPS: Bate numbers? 


Stamp numbers are 150066 through 67. 
(Whereupon, Wilson Deposition Exhibit 


24 2 was marked for Identification.) 


Would you review that, please, Mr. 
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1 Wilson? 


3 Wilson? 


6 sir? 


recap 


page of it? 


Have you reviewed Wilson 2, Mr 


Yes , 8ir. 


Can you identify it for we, please. 


Basically what this document is is a 


MR. PHILLIPS: Referring to the second 


!'■ sorry, referring to the second 


page, a recap of various calculations of what we would 
call weighted rebat^* scenarios, if you want to call it 
that. When I call then rounds, basically that stands 
for an estimate. 

Q. All right. You prepared the second 

page of this document, is that right, as part of your 
job as a budget chief at Brown & JJilliamson? 

MR. PHILLIPS: Objection to form. 

MR. TOPMAN: What's^your objection? 

MR. PHILLIPS: Read the question back 


record . ) 


(Whereupon, the reporter then read the 


MR. PHILLIPS: First, I don’t know if 


the testimony is he's the budget chief and, second, I 
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1 don't think that -- my objection goes to the second part 

2 of your phrase, as part of your job as the budget chief 
*3 at Brown & Williamson. 

4 It assumes facts not in evidence but 
O 

5 ask him those questions. 

6 MR.TOPMAN: Pardon? 
d' 

7 MR. PHILLIPS: It assumes facts not in 

8 evidence. 

<$> 

9 MR. TOPMAN: He already testified in 

10 past budgets^these kind of calculations -- 

11 MR. PHILLIPS: I don’t think he 

o 

12 testified he's the budget chief. 


A^e you head of the budget department 


14 at Brown & Williamson? 


16 section. 


I'm manager of the budget and forecast 


Okay. Did you prepare the second 


18 sheet as part of your Job there in that position? 

19 A. Yes, sir, 


Thank you sir. “ 

Do you see where it says original 


22 financial? 


Yes , sir. 


What does that refer to? 


I believe it's the original, call -- 
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1 it the original nuabers using the original proposition. 

2 Q. Let'8 aark as Wilson Exhibit 3 for 

^3 identification a document handwritten at the top, 

4 "Final, limited, 5-15-'84,” showing a copy given CJH, 

O 

5 EPT and TWW, stamp numbers are 79504 through 759 -- 

6 79524. 

O' 

7 (Whereupon, Wilson Deposition Exhibit 

8 3 was marked for identification.) 

9 Q. Would you review that please, Mr. 

10 Wilson? ° 

11 MR. PHILLIPS: Do you want him to read 

o 

12 all of It or Just look it over? 

13 Q. Ingoing to ask him to identify it. 

14 I assume the stamp numbers which you folks put on there 

O' 

15 may be of interest, I don't know. 

16 Have you reviewed Wilson Exhibit 3 for 

17 identification, Mr. Wilson? 


18 

A . 

Yes , sir. 

5 


19 

Q • 

And have you 

seen it 

before? 

20 

A . 

Yes, sir. 



21 

Q. 

And can you 

Identify 

it for me? 

<> 

22 

A . 

It's Just a 

proposal , 

a 


23 recommendation or an assessment of the various 

24 alternatives which are considered for action by the 

/ * 

( 25 executive group. 
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June 


8 to it in May. 

5 


Who did you get this fro*? 

I believe I was copied by Gene Tucker 
Do you reieiber when you received it? 


I say soietiie, looks like May or 


1984? 


Yeah, it looks like I even had input 


And this relates to a proposal with 


10 respect to B?own & Willlaison entering into the generic 

11 business; is that right? 

o 

12 MR. PHILLIPS: Objection to for*. 

13 A. I^» not sure what the total purpose 

14 of this document, only that it was a su**ation of 

15 background and various alternatives. 

16 Q. What are the various alternatives 

* 

17 there outlined in there, as you understand it? 

18 A. Well, I would hgjive to re-read the 


19 document, but it looks like enter the generic business. 


20 converting Richland 25's to 20's at 


generic 


pricing, 


21 Introducing a branded generic, black and white. 


23 this? 


Do you reaeaber when you received 


MR. PHILLIPS: Objection. 
Withdrawn. 
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So you received this prior to July of 
1984; is that correct, Mr. Wilson? 

A. Apparently so. I was mistaken in 

terms when we first got communication so it was more 


like Nay. 


If you would look at the first page 


7 there is some handwriting on the top and the bottom. 

8 Can you identify the handwriting for me, please? 

< 5 > 

9 A. I believe the handwriting on top would 

10 be Gene, Gen^ Tucker's, I'm sorry. The handwriting at 

11 the bottom I do not recognize. 

o 

12 Q. Okay. 

13 MlP. PHILLIPS: Referrine to the copy 

14 again when you talk about Mr. Tucker's? 

O' 

15 THE WITNESS: Yes. 


MR. TOPMAN: He's talking about the 


17 handwriting at the top of the page. 


MR. PHILLIPS 


: s h 


ere is 2 different 


19 types of handwriting at the top of the page. 

20 MR. TOPMAN: Your cftance will come if 

21 you would like to testify. 

22 NR. PHILLIPS: I want to make the 


23 record clear 


MR. TOPMAN: I want you to take your 


25 chance when it cones tine. 
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record clear 


MR. PHILLIPS: Let's just lake the 


MR. TOPMAN: I'm perfectly willing to 


4 do that. You can do it at the appropriate tine. 

O 

5 Q. Would you look at the latter portion 

6 of the document and you will see, I believe, a schedule 

O' 

7 entitled, "Trading profit effect of B4W entering generic 


8 market." 


MR. PHILLIPS: Page number? 


Stamp number is 79521, and at the 


11 bottom it shows a trading profit of zero from 1984 

o 

12 through 1988. Do you see that page, Mr. Wilson? 


14 Q. Did you have any participation in the 

15 preparation of that page? 

16 A. I believe so. 


18 the page? 


You see the handwriting at the top of 


Yes , sir. 


Starting with the w3rd June, do you 


21 recognize whose handwriting that is? 


No, sir, I do not. 


Did you prepare this schedule? 


No, I did not. One of my staff more 


25 than likely prepared this schedule. 
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And gave it to you? 


Yes . 


Okay. The variable cost figure there 


Is $14.21 under 1984. 


Who calculated that? 


That would have been provided to us by 


the cost department 


That would have been at that tiwe? 


Gwen -- let's see, 1984, early, thi: 


10 would probabfy be Henry Frick's staff would have worked 


11 on this 


Okay. Do you know the composition of 


that figure or have ^ou ever seen the composition of 


14 what goes into that $14.21 figure? 

O' 

15 MR. PHILLIPS: Objection to form. 

16 A. I know what makes up variable costs in 

* 

17 terms of components, if that's what you are referring 

18 to, manufacturing costs. s 

19 Q. But specifically this figure, you are 

20 not involved in its calculation? ^ 

21 A. No, sir, I'm not. 

22 Q. Okay. Who provided you with the 

23 trading allowance figure of a 1.65 per thousand? 

24 MR. PHILLIPS: Objection to form. 

<s> 

25 A. I'm going to suggest that that was 
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given to me by Gene as an assumption that we wanted to 


fold in 


*3 Q. This is Gene Tucker? 

4 A. Yes, sir. 

O 

5 Q. So Mr. Tucker was involved in the 

6 preparation of this schedule to some degree also? 

d' 

7 A. Yes,sir. 

8 (^. And how did you determine that 

9 incremental overhead was 50 cents per thousand? 

10 ° MR. PHILLIPS: Objection. 

11 Q. As appears on the 1984 column? 

O 

12 MR. PHILLIPS: Objection to form. 

13 MR^. TOPMAN: What's your objection? 

14 MR. PHILLIPS: My objection is there 

O' 

15 is no testimony that he determined the incremental 

16 overhead rate per thousand. 

* 

17 MR. TOPMAN: He prepared the schedule 

18 MR. PHILLIPS: didn't prepare this 

19 schedule, one of his staff prepared the schedule. 

20 Q. Are you familiar wl^h the preparation 

21 of the schedule, Mr. Wilson? 


23 question, Bruce. 


MR. PHILLIPS: That's a different 


Yes , sir 


Now, the staff member, when he 
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1 prepares It for his boss, gives it to his boss and his 


boss knows it? 


MR. PHILLIPS: Ask that again and not 


4 the one you are asking. 

O 

5 Q. How was it determined to put in 50 

6 cents incremental overheads? 

7 ^ A. There again, that's going to be 

8 similar to trade allowances and variable cost to the 

ca 

9 extent that number is provided to us by the cost group. 


Q ■ o 


And that would be Mr. Frick in this 


11 case? 


Yes . 


13 Q. W I?i c h particular person in your 

14 department was involved in the preparation of the 

O' 

15 schedule; do you remember? 

16 A. I can't honestly say by looking at 

17 this document. We have enough flexibility within a 

18 department any one of 2 or 3 people could have prepared 


19 this document . 


The variable cost figure changes from 


21 1984 to 1985, and goes to $14.57. 

22 Was that a number that you were 

23 involved in calculating or is that a number aslmply 

24 given to you by Mr. Frick? 

25 A. That's a number provided to us by the 
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1 

2 

^3 

4 

5 

6 

7 

8 
9 

10 

1 1 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


c o 8 t group. 

Q. Do you understand why the variable 

cost went fro* $14.21 to $14.57? 

A. No, sir. Not in any detail to be able 

to explain it. 

Q. Do you have any understanding why the 

variable cost nuabers consistently go up fro« 1984 

through 1988? 

<S 

A. Ny assessment, that would be only 

speculation which wouldn't serve as discussion. 

Q. The volumes that appear at the top of 

o 

the column, starting with 2.28 -- 2.20, excuse me, for 
1984 refers to 2.2 bullion sticks? 


That's correct 


A . 

Q. And who provided you with the volume 

figures for this chart? 

* 

A. I'm going to say there again Gene 

probably would have provided thes|. I don't know for a 
fact whether Gene or Tony could have been involved in 
the discussions on volumes or any of ^he other 
assumptions laid out. 

<> 

Q. Do you remember any discussion about 

any cost Improvements with respect to manufacturing at 
this point in time? 


A. 


I am familiar with the terminology 
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cost improvements, yes, sir. 


In connection with these generics, 


^3 and your preparation of this table? 

4 MR. PHILLIPS: Objection to fora. 

O 

5 A. I can't honestly relate to this 

6 particular document, other than the footnote that wakes 

d' 

7 reference to, "Assumes no manufacturing cost 

8 improvements. " 

9 Q. Do you see the last line on the table 

10 there that says, "Trade allowances were assumed to be 

11 the same as used in the February proposition"? 

o 

12 A. Yes, sir. 


What February proposition is being 


14 referred to there? 


I don't have recall at this point. 


17 proposition? 


Did you ever receive a February 

4 


18 A. There again I cguld say I probably 

19 would be able to recall it, but not -- it doesn't pop 

0 > 

20 up. 

21 Q. Under the sales revenue note at the 

v 

22 bottom of the page, it says, ”1985 and forward 

23 assumes the same net price relationship of generic to 

24 full priced products that exist at present.” 

25 From whoa did your department obtain 
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1 that assumption? 


Okay. There again, that Mould have 


^3 been set forth with discussions with Gene and Tony 


4 possibly. 

O 


Do you have a recollection of any of 


6 these discussions, Mr. Wilson? 

7 A. To this specific document, no. 

8 Because like I said we have done so many documents 

Ci 


If you would turn to the next to the 


10 last page — ( 


11 MR. PHILLIPS: 79523. 

O 

12 Q. Entitled, "Summary impact on B&W's 5- 

13 year plan trading profit of growth in generics with BAW 

14 not participating and BAW contributing at a 1 X factor." 

15 Did you prepare that document, Mr. 


16 Wilson? 


There again, with the assistance of my 


18 staff I probably did, yes 


22 prepare it? 


Do you have a recollection of that? 
A vague recollect io%. 


Do you recall who asked you to 

P 


There again it would be at %he request 


24 of Gene Tucker or Tony Bacon. 


You are not of a specific recollection 
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1 of any conversations leading up to preparing it? 

2 A. No. sir. 

^3 Q. All right. The title, "B&W fir* plan, 

4 established brands” and underneath it says, "Share and 

O 

5 voluie"? 

6 A. Ye8,8ir. 

d* 

7 Q. Excuse le, Mr. Wilson. I would like 

8 you to turn, before we proceed with this schedule, to a 

9 8iailar schedule that is couple of pages, I guess, in 

10 front of thatP one which bears your initials at the 

11 bottow. It is stawp number 79520. 

o 

12 A. Okay. 

13 Q. If 5 Is entitled, "ImpactonB&W's5- 

14 year plan trading profit of growth in branded generic 

O' 

15 and black and white/private label generic contributing 

16 at a 2 X factor and 1.7 X factor respectively." 

17 And again I will direct your attention 

18 to the line which states, "B&W fi^m plan, established 

19 brands." Do you see that, Mr. Wilson? 

20 A. Yes, sir. & 

21 Q. Could you explain what the figures 

£ 

22 represent under the various columns *83 through '88 

23 next to the words share and volume? 9 

24 A. Basically, this would be B&W's 

25 projected and in some case 1983 would be actual, in the 
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1 years that would be our projected share of larket for 

2 the established brand business, and the total volume 

3 that that share would represent. 

4 Q. Okay. So using as an example 1984, it 

O 

5 has share 11.1 which reflects a percent? 

6 A. Percent, yes, sir, of the 583.5. 

d' 

7 Q. And the 583.5 which appears above it 

8 and alon^ the line item called industry estimate is the 

9 estimate for 1984 in billions of sticks of cigarettes 


10 that would be sold? 


A. That's correct. 

o 

Q. So you take 11.1 percent, which is 

B&W' s share, times t^ie industry estimate and you come up 
with B&W 1 s volume? 

O' 

A . That’8 correct. 

Q. Which in this case is? 

* 

A. 64 billion. 

Q. Right. Then th§ next column, line 

item, excuse me, it says, "Generics," under which there 

p- 

are 2 sub items, "Branded, and black and white/private 


label . 


The word branded there refers to a 


branded generic, which is discussed in the bo9y of the 

proposal to which your schedule is attached? 

NR. PHILLIPS: Is there a reference to 
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1 the body and proposal that you want to look at? 

2 MR. TOPMAN: I'w sorry? 

>> 

3 MR. PHILLIPS: Is there a reference to 

4 the body of the proposal that Is attached that you want 

O 

5 hla to look at? 

6 MR. TOPMAN: No. 

7 MR. PHILLIPS: I don't think he's read 


8 it . 


THE WITNESS: I’ll take your word 


10 there is a reference to it 


I thought you said there was a 


12 reference as one of the alternatives? 


Y e"^ , I think there is branded 


14 reference in there. 


That's a branded generic? 


Then below that is a black and white 


18 private label generic? 


(Nodded head affiraatively. ) 

Going over to 1984,^under the branded 


21 generic it shows 2.3? 


24 right? 


Yes , sir 


That is billions of sticks;9is that 


Yes, sir. These are voluae units. 
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yes, sir. 


If you will look at the body of the 


3 text on page 9, item 4 , It's entitled, "Introduce 

4 branded generic behind Doral." 

O 

5 MR. PHILLIPS: And your question? 

i 

6 Q. Do you see that, Mr. Wilson? 

vP 

7 A. Yes, sir. 

8 g. And the branded under the column 

9 generics is a reference to the branded generic and 

10 Doral; is th?t right? 

11 A. Whether on the financial schedule 

o 

12 that we are looking at branded is Doral only I can't 

13 8 peak to. It is what we expect the branded segment to 

14 be over that 5-year period. Doral would be one of those 

15 brands inclusive in that number. 

16 Q. Okay. Then going back to your chart, 

17 there is a line item under generic and under the branded 

18 generic line called black and whi^e private label for 

19 '84. That number is 26.8. That is also 28 -- excuse 

P> 

20 me. The 28.8 is a volume number in billions of sticks? 

21 A. That's correct. . 

v 

22 Q. And this is a 5-year projection from 

23 1984 to 1988 as to what the black and white private 

24 label generics are expected to sell in volumes; correct? 

25 A. That's correct. 
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1 Q. So in '84, it Mas projected to sell 

2 28.8 billion sticks, and in 1988 it was projected to 
^3 sell 39.6 billion sticks? 

4 A. That's correct, based on this 


forecast. 


Okay. And looking down under the line 


itea entitled, "Voluae cannibalized," there is a nuaber 


8 2.7? 


Yes, 81r. 


Q • c* 


With a negative sign? That reflects 


11 the aiount of sticks in billions which you project B&W 

o 

12 would lose based upon the generic projected voluae and 

13 the factors on whic# the table is based? 

14 MR. PHILLIPS: Let ae hear that one 

15 again. It's pretty long. 


17 record.) 


(Whereupon, the reporter then read the 


The 2.7 billion units, use '84 as an 


19 exaaple, reflects how auch B&W would lose in voluae 

20 given the growth projected and these Voluae schedules 

21 here assuaing that we would suffer 2 X and 1 X, 2 X and 

<> 

22 1.7 X, I'a sorry, so yes. 

23 Q. Now, you and your departaent prepared 

24 this schedule that we have been discussing; correct, Mr 

vP 

25 Wilson? 
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MR. PHILLIPS: 79520. 


Yes , sir 


Who provided to you the projections 


for the branded generic and black and white private 

V 

label generic sales voluies for 1984 through 1988? 

A. I'a going to say they caie froi either 

<jv 

Tony Bacon or Gene Tucker. 


Do you know how they were developed? 


No , 8ir. 


Q • o 


Did you develop any of the nuabers 


11 under the line ite* called trading profit impact? 

O 

12 A. Yes,sir. 

13 Q. Wl£ich ones did you develop? 

14 A. There again, it would be a joint 

15 effort to the extent that arriving at variable aargin 

16 rates we would have to have the cost department's input 

17 into variable costs, so variable aargin would be, as I 

18 said, a joint effort. Marketing spend would be 

19 basically an extraction froa the 5-year plan spending 

20 patterns. Overheads would be provided by the cost 

21 group. Profit shares are a calculated number. 

22 Q. Okay. Which of these numbers caae 

23 froa BAN'S 5-year plan, if any? $ 

24 A. The Industry estimates with exception 

d* 

25 to 1984, because I think 1984 is footnoted as being 
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(B&W) PI 


adjusted to reflect lower Industry expectations, B&W's 
■arket share would have coie from the 5 year -- base 5- 


year plan. 


Very likely the variable margin rates 


used to costize the iapact off variable margin were 
coaing froa the 5-year plan assuaptions as well as aost 
of the other trading profit iapact items, trading profit 


iapact i t^as 


Taking a look at 1988, under generics, 


is it the basis of the calculation for trading profit 

iapact the fact that the branded generics would grow to 

o 

19.5 billion sticks at the saae time the black and white 
private label generics were projected to grow to 39.6 
billion sticks? 

O' 

MR. PHILLIPS: Object to the fora of 


that question. 


I'a not sure. I'm sorry, I'a going to 


have to ask you to repeat it. I'q not sure I picked the 


question up itself. 


record.) 


Sur e . 


(Whereupon, the reporter then read the 

<> 


MR. PHILLIPS: I still object. I 


object to the fora. I have no idea what you aean by 
that. 
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(B&W) PR|E 


1 Q. Well. Mr. Wilson, I'll rephrase it if 

2 your counsel has got a problem. 

3 Is the bottom line of the table in 

4 1988 showing Impact on Brown 4 Williamson's trading 

O 

5 profit based upon the projection that while branded 

6 generics, which Include Doral and whatever else is in 

7 that category, would grow to 19.5 billion sticks, the 

8 private — the black and white private label generics 

9 would continue to grow to 39.6 billion sticks? 

10 ° MR. PHILLIPS: Objection to form. I 

11 still don't understand the question, but you can -- if 

o 

12 you do, you can answer it. 

13 A. Yes, that is a factor relevant to the 

14 bottom line but there are other assumptions. Just 

15 standing alone, cannot be the only factor. 

16 Cannab11ization assumptions is one of the key factors. 

17 Q. Right, but the trading impact is based 

18 upon, at least in part, the projections that the branded 

19 generic, while growing to 19.5 billion sticks in 1988, 

20 at the same time the black and white private label 

21 generics would continue to grow to 39.6 billion sticks? 

<> 

22 MR. PHILLIPS: Is your question, 

23 Bruce -- 9 


MR. TOPMAN: My question Is what I 


25 asked him. 
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(B&W) PRi 


44 

1 MR. PHILLIPS: I don't understand your 

1 2 question. 

^3 MR. TOPMAN: That's okay. 

4 MR. PHILLIPS: Is your question Just 

O 

5 that the trading iapact down here is based on the 

6 projected figures contained in 1988? 

7 MR. TOPMAN: My question is what I 

8 asked. 

<5> 

9 MR. PHILLIPS: But your question Bakes 

10 no sense. & 

11 A. Let we go another route with you. It 

o 

12 is -- the trading profit iapact is based on the movement 

^ 13 from the growth in branded from 1987 to 1988, and the 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

( 25 

B24 24168 


growth in black and white from 1987 to 1988, that 
movement, that portion of that movement that is shared 
by B&W, that's the impact on the 120. So, in other 
words, the 4.5 is the relevant factor because the 

generic business is growing by 4.5 billion units. 

<39 

That's coming out of somebody's hide. 

Q. Okay. Soifwe loo$, for example, at 

'85, the trading profit impact is based in part on the 
branded generic growing from 2.3 billion sticks in '84, 
to 12.5 billion sticks in 1985, while at the same time 
the black and white private label generics are growing 
from 28.8 to 32.2 billion sticks? 
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MR. PHILLIPS: Objection to fora. 


Ye 8 . 


Froa vhot did you receive the 2 


factor, 1.7 factor for contribution which is reflected 


in this table? 


Tucker. 


It would be froa Tony Bacon or Gene 


These generic voluaes that we have 


been discussing, they assuae that Brown & Williamson is 
not going to °be in the generic aarket for business? 


MR. PHILLIPS: Objection to fora, 

o 

MR. TOPMAN: What's your objection? 

MI?. PHILLIPS: When you say they, do 

you aean the people who prepared those figures or do you 

O' 

aean the nuabers don't assuae? 

MR. TOPMAN: The figures. 

MR. PHILLIPS: Okay. 

A. I don't know fo$ a fact. I have to 

assuae the integrity of the calculation would say no, 

B&W is not in the business, consequently they would not 
be in these nuabers. 

<> 

Q. That's because obviously that's the 

only way the table would make sense? 9 

A. Exactly . Right . 

Q. Okay. The note at the bottom of the 
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(B&W) PR OTECTED BY MINNE S OTA TOBACCO LITIGATION PROTECTIVE ORDER 


1 

2 

*3 

4 

5 

6 

7 

8 
9 

10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


table — 


A . 

Q • 
A . 


46 


Yes, sir. 

-- can you explain what that weans? 
That's the comment, basically is 


putting the disclaimer on it to the extent we have only 
measured the Impact on established brand business. 

Within the 5-year plan we have what we would call new 
product launches, okay? Due to the vague nature of what 
that new product might be we have not measured the 
impact of gen'erics on that product. 

Q. I see. Can you tell me what new 

o 

products were on the drawing boards in 1984? 

A. W h*e n you mean on the drawing board, 

not in test market or in test market? 

O' 

Q. Correct. Let's just say in the 5-year 

plan. 

* 

A. In the 5-year plan per se there is not 

a particular brand or type of cigarette defined in the 
new product only that we would have a new product 
launch. It would be similar to probably an assumed 
product we already have in existence such^as a Kool 
extension maybe. 

Q. And by an extension are you 9 referring 

to you take a Kool and you make it in a different size 

vi» 

or an ultra light instead of a light or something like 
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(B&W) PR OTECTED BY MINNESOTA TOBACC O LITIGATION PROTECTIVE ORDER 


1 

2 

3 

4 

5 


47 


that? 

A. Sure, something of that nature. 

Q. So the 5-year plan just refers 

generically to new products? 

MR. PHILLIPS: Objection. 


6 

A . 



No. No. 


7 

Q • 



It has a reference though to new 

8 

products? 

0 





9 

A . 



It has a reference to 

new products. 

10 

Q ■ 

0 


Does it quantify them 

in any way in 

11 

tens of voluie? 

rv 



12 

A . 



It quantifies volume. 

it quantifies 

13 

contribution 

and 

■ ar^keting. 


14 

Q. 



Does the 5-year plan 

9* 

coae out 

15 

annually? 





16 

A . 



Yes, 8ir . 


17 

Q. 



* 

Does it ever coae out 

more than once 

18 

a year? 



<35 


19 

A . 



No. My hesitancy, we 

have a tendency 

20 

to revise 

our 

p. 

5-year plan soaetiaes. 


21 

Q. 



Right. I would include^ revisions as- 

22 

A . 



As a one tiae . 


23 

Q. 



No, as a new type of 

thing.® In other 

24 

25 

words, the 

revised at 

5-year plan during a given year sight be 

different points? 
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(ixxVY) ri 


1 A. It could be revised, but it would be 

2 within a short period of time after it was prepared. 

**3 Q. I see. If you would look at your 

4 other table which has your initials on it which is stamp 

O ' 

5 nuwber 

6 NR. CONDREN: 79523. 

7 ^ Q. Where it has a 1 X factor, that 

8 operates in the same fashion as the table we have 

9 previously discussed except Instead of the 2 X and 1.7 

10 factors for .Foss of volume to generics, this table uses 

11 a 1 factor? 

o 

12 MR. PHILLIPS: Objection to 


13 fora 


17 break 


Is that right? 

Tha t'8 correct. 

Let's just take abouc 2 seconds for a 


(Whereupon, a break was then taken.) 
Would you look at the last page of the 


20 Exhibit entitled, "Viceroy Brand contribution"? 


NR. PHILLIPS: 79524. 


At the bottom of the document it 


23 refer* to a Doral price, $18.63 for 1984; is Shat 


24 correct? 


18.63, yes. 
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(B&W) FR« 


And that reflects the price per 


2 thousand for Doral cigarettes? 


I believe so. 


4 Q. Okay. And turning back to your prior 

O 

5 2 charts which we have discussed, which reflect trading 

6 iapact on Brown & Williaason, and reieiber where we saw 

d' 

7 under the generic line itea the word branded, that is 

8 also a reference to Doral? 

9 MR. PHILLIPS: Can I have that back? 


(Whereupon, the reporter then read the 


11 record.) 


12 MR. PHILLIPS: Objection. 

13 M$. TOPMAN: What's your objection? 

14 MR. PHILLIPS: Well, in the first 

P' 

15 place, the question is horribly convoluted, Bruce, but 

16 besides that, I don't think that's the testiaony. I 

17 think that assuaes soaethlng not in evidence, but he can 


18 answer it . 


20 in evidence? 


MR. TOPMAN: It assuaes soaethlng not 


MR. PHILLIPS: I think that you have 

<> 


22 aade a ai(characterization of his testiaony. 

23 MR. TOPMAN: I didn't try t<b 

24 aischaracterize It. I asked hia a question. 

25 MR. PHILLIPS: Okay. Go ahead. Ask 
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(B&W) PRf 


1 the que stlon. 

2 MR. TOPMAN: I did. 

^3 MR. PHILLIPS: I think that there is 

4 an assumption in there which is incorrect but ask the 

O 

5 question, let him answer it. That's the reason I'm 

6 objecting. 

7 Q. Looking at the 2 schedules in Wilson 

8 Exhibit 3, which you have testified about respecting the 

<5> 

9 trading impact on Brown & Williamson -- I'm sorry, I'll 

10 withdraw it.^ 

11 Looking at the 2 schedules about which 

o 

12 you have testified which your department prepared on the 

13 impact on Brown & Williamson's trading profit of 

14 generics and particularly the line item generics 

O' 

15 branded, that is a reference, is it not, Mr. Wilson, to 


Dora 1? 


MR. PHILLIPS: Objection. Do you want 


18 my basis for my objection or -- 

19 MR. TOPMAN: He can answer ay question 

20 and then you can give me your basis. ^What's your basis? 

21 NR. PHILLIPS: My basis is this has 

<> 

22 been asked and answered. 

23 Q. Go ahead, Nr. Wilson. 9 

24 A. The branded line item would include 

25 Doral . To what degree did it include Doral , I don't 
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1 

knot). 


2 

Q. You lean It Bay Include other things 


^3 

in addition to Doral? 


4 

MR. PHILLIPS: That's what he said. 

O 


5 

A. That's exactly right. 


6 

Q. Let's return. If we could, to Wilson 


7 

Exhibit 2 for identification, and where we were when we 


8 

were discussing that, was the word original financial on 


9 

page 2, is that a reference to the page in Wilson 


10 

Exhibit 3 entitled trading profit effect of BftW entering 


11 

generic warket? 

o 


12 

MR. PHILLIPS: Which page? 


13 

Q. S?a«p number 79521. 


14 

MR. PHILLIPS: Your question is 

<?• 


15 

whether this, the reference in here original financial 


16 

refers to this page 79521? 

* 


17 

Q. Correct. 


18 

A. The nuabers are^the same. It's just 


19 

they are reported in a different context. Whereas this 


20 

o- 

one i8 reported as 1984 trading profit, this one is 


21 

reported reserve for trading profit and/or additional 

<> 


22 

trade allowances. 


23 

Q. But the reference to original 


24 

financial on your schedule dated 7-18- , 84 Is a reference 


25 

to the figures that appear on the trading profit effect 
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1 

2 

* 

3 

4 

5 

6 

7 

8 

9 

10 
1 1 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


O 


52 

statement contained in Wilson Exhibit 2? 

MR. PHILLIPS: Is that a question? 

Q. Yes. 

A. They could pertain to another 


document. 

Q. But with the same figures? 

d' 

A. Same figures, okay. 

g. In other words, what I'm saying is the 

column original financial that appears on your 7-18-'84 
schedule uses the sane figures that appear in the 

trading profit effect schedule in the proposal which we 

o 

have narked as Wilson Exhibit 3? 

M^. PHILLIPS; Objection. 


Q. 


2 -- no , 3. 
O' 


MR. PHILLIPS: Objection. 

A . Ye8. 

MR. TOPMAN: What’s your objection? 

MR. PHILLIPS: ^ mean, I think that 

your question is asking him to simply look at the 

a 

documents and compare the figures, and the documents 
speak for themselves, Bruce. 


MR. TOPMAN: Okay, if that's the basis 


for your objection. 


o 


Q- 


So, for example, Mr. Wilson, there is 


d* 


an amount in Wilson 3, schedule for trade allowances of 
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53 


r<N 


1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


a 1.65? 


That 1 8 correct 


Q. Then when you look at your 7-18-'84 

schedule, you see a 1.65 as well under the original 
financial column? 

MR. PHILLIPS: Objection, 

d' 

A . That's correct. 

Okay. And the figures appearing on 
your 7-18-'84 schedule reflect the composition of the 
trade allowa ffc e figure in the schedule called trading 

profit effect of Wilson 3? 

o 


A . 


MR. PHILLIPS: Objection. 

F r'om looking at the documents I can't 


tell that for a fact. I will assume that they are the 

O' 


same 


Q ■ 


Do you have any reason to believe 

* 


that it’s not correct? 

A. No, sir. 




Q. In the calculation of trading profit 

pre-rebates, original financial, whic% shows $4 on your 
7-18-'84 schedule, that takes into account; am I 
correct, the same figures that appear on the trading 
profit effect in Wilson Exhibit 3 under sales9revenue 
variable costa, incremental overheads and profit 
sharing? 
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(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE (M>ER 
j A They end up with the sane results, 


^ 2 


Q. Okay. So in effect trading profit 

rebates, pre-rebates under the 7-18-'84 original 
('financial coluin of $4 Includes a rate per thousand of 
sales revenue of $18.86? 

MR. PHILLIPS: Objection. 


I don't know that for a fact. I can 


assuae that. 



Q. Do you know how you got the $4 then if 

o 

it wasn't from using trading profit effect schedule in 


Wilson 3? 


Right offhand, no, but I'm reasonably 


comfortable these are the saae numbers. 


Okay. 


document. 


But there could be another source 


Putting that point aside, when you say 


the saae numbers, you are referring to the saae numbers 
that appear on trading profit effect schedule in Wilson 


Q. Can you explain, Mr. Wilson, why 

trading profit pre-rebates goes from $4 in tlfle original 

financial to $4.31 in round 5? 
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55 




1 

2 

v*3 

4 

5 

6 

7 

8 
9 

10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


A. No, sir, not without looking at 

details behind these calculations. 


O 


calculations? 
A . 

Q • 

A . 


d' 


Are there details behind these 

Yes . 

Do you have then in your files? 

I'm assuming I have them in my files 


or my employees have them in their files. 

MR. TOPMAN: It's been produced? 

O MR. PHILLIPS: If it's in his files 

it's been produced. Do you want me to check on it? 

o 

MR. TOPMAN: Yeah, I would. 


Q ■ 


Dd>you know whether this took into 


account the cost of manufacturing at Petersburg? 

A . No, s1r. 

MR. PHILLIPS: Bruce, just a 

question. When you say this, did you mean Exhibit 2 or 
Exhibit 3? 

<53 

MR. TOPMAN: Exhibit 2, the 7-18-'84 

schedule. P 

Q. Am I correct that this does not take 

P 

into account carrying costs with respect to generics? 

MR. PHILLIPS: Again on Exhibit 2? 

MR. TOPMAN: That's the one he's 

qv 

looking at in front of him. 
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(B&W) PI 


1 MR. PHILLIPS: Both of the* are in 

2 front of hi* actually. 

^3 A. These numbers do not reflect any 

4 carrying costs deductions. 

O 

5 Q. Did you consider including carrying 

6 cost calculations in this schedule? 

vP 

7 A. No, sir. 

8 <^. Have you *ade other calculations with 

9 respect to generics where you have considered carrying 

10 costs? ° 

11 MR. PHILLIPS: Objection. 

G 

12 A. Yes . 

13 Q. Cffii you describe those for *e , please? 

14 A. I think that one of the areas where 

15 we applied carrying costs would be relevant to our IRR 

16 calculations, which are Internal rate of return 

* 

17 calculations. We apply a working capital investaent 

18 rate to a volume over a 15 or 20-^ear period, depending 

19 what time span we are talking about. 


And you've done tha$ for generics? 


That'8 correct 


Are those documents In your files? 


Yes, sir. 


NR. TOPNAN: You have produced then. 


Mr. Phillips? 
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(B&W) rKC 


MR. PHILLIPS: I believe so. or I 


believe you have them. 


The initials on the bottom right EPT 


7-18, does that refer to Mr. Tucker? 


Yes , 8ir. 


That reflects the fact you gave a 


copy of this to Mr. Tucker? 


Yes, 8ir. 


I Do you know what the top rebate in the 


10 volume categd'ry was in round 5? 


12 detail of papers. 


No, sir, not without looking at a 


I^ going to call for a -- request the 


14 production of the work papers behind this schedule. 

15 MR. PHILLIPS: You may already have 

16 them. I told you I would check into it, take your 

* 

17 request under advisement. 

18 Q. Fine. Do you k^ow whether the 

19 schedule which is part of page 2 of Wilson Exhibit 2 for 

20 identification was sent by Mr. Tucker^to Mr. Falk? 

21 A. I can only assuwe through the wording 

22 on the front page that he has provided Doug Falk with 


23 this. 


Have you seen the front page before? 


I don't recall. 
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(B&W) PI 


1 Q. Let's lark as Wilson Exhibit 4 for 

2 identification a one-page document dated July 10, 1984, 
■^3 entitled, "B&W weighted average cost-profits generic 


business.” 


(Whereupon, Wilson Deposition Exhibit 


6 4 was aarked for Identification.) 


MR. PHILLIPS: Number? 


MR. TOPMAN: Stamp number 149982. 


Can you identify this document, Mr 


Wilson? 


Yes, sir. 


Did you prepare it? 


A. Th&re again, either I prepared it or 

my staff prepared it. 

O' 

Q. This was prepared as part of the 

functioning of the budget department at Brown & 


Williamson? 


A. Yes. 

Q. Who requested you to prepare this? 

A. I believe we took initiative to 

prepare it simply to keep track of all the various 

<<> 

estimates that were floating around so 

Q. Do you know who was providing you 

with the Information about the different rounds 2, 3 and 

vS 1 

4 respecting the volume rebate and the contract rebate 
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1 

2 

^3 

4 

5 

6 

7 

8 
9 

10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


and the promotion allowance? 

A. Most of the information that I was fed 

was fed through Tony and Gene. 


O 


O' 

as well? 


A . 
(55 

Q ■ 


document — 


Q. Mssrs. Bacon and Tucker? 

A. Yes, sir. 

Q. That would be true for this document 

Exactly right. 

And to whom did you distribute this 

MR. PHILLIPS: Objection, 

o 

Q. -- Wilson Exhibit 4? 

MR*. PHILLIPS: Objection to form. 

A. More than likely I distributed this to 

Gene and Tony. I can't tell by looking at the document 

who received it for distribution. 

* 

Q. But you believe you distributed it to 

Mr. Bacon and Mr. Tucker? 




A . 

Q. 


That's correct. 


At the bottom of tire page is a note 


which says, "B&W composite offer, $3.18, L&M 7/9/'84 
offer, assuming B&W mix 2.80.” 

Do you see where it says thfet on 
Wilson Exhibit 4. Mr. Wilson? 

A. $2.86, yes, sir, I see that. 
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(B&W) PI 


1 Q. I'm sorry, did I Misspeak? 

2 A. I understood you to say 2.80. 

Q. I Meant 2.86. 

4 The reference to B4W coiposite offer 

G 

5 $3.16 is a reference to the figures appearing under 

6 round 4, coluin voluae rebate, prise contract rebate and 

7 proaotional allowance ; is that right? 

8 MR. PHILLIPS: Objection. 

9 Q. Is that correct? 

10 A. ° That's correct. 

11 Q. Thank you, sir. 

o 

12 Let's Mark a one-page docuaent 

13 entitled, " 1984/1985^eitiaaged generic trading profit," 

14 the lower left-hand corner T.W. Wilson, 9/17/'84, and 

O' 

15 the line itea trading profit shows a 68-cent loss per 


16 thousand under 1984. 


(Whereupon, Wilson Deposition Exhibit 


18 5 was Marked for identification.) 


MR. PHILLIPS: Docuaent nuaber 146171 


-- actually the docuaent nuaber we ha^e is 172218 that's 


21 been Marked 


Have you reviewed that, Mr. Wilson? 
Yes, sir. ® 

Do you recognize the docuaent, Wilson 


25 Exhibit 5? 
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Yes , sir. 


Okay. And you changed the trading 


3 loss profit f r o a 68 cents to 88 cents; is that correct? 

4 A. Tha t'8 correct. 

O 

5 Q. And where it says revised in the top 

6 right-hand corner -- 

7 ^ A. Yes, air. 

8 Q. -- is that your handwriting? 

55 

9 A. Yes, sir . 


Q • o 


And that refers to the fact that 


11 Wilson Exhibit 6 is a revision of Wilson Exhibit 5? 

O 

12 A. That's correct. 

13 Q. A^d did you give the revision or 

14 revised docu*ent to Mr. Bacon and Mr. Tucker? 

15 A. I believe so. 

16 Q. Let's aark as Wilson Exhibit 7 for 

17 identification a one-page document entitled, "1984/1985 

18 estimated generic trading profit, revised 9-19 -’84," at 

19 the lower left -- withdrawn. 


21 aark it? 


MR. PHILLIPS: You're not going to 


MR. TOPMAN: No. 


NR. PHILLIPS; By the way, (did you get 


24 the nuaber in on Exhibit 6? 172217. 


Let's aark as a one-page docuaent 
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1 

2 

*3 

4 

5 

6 

7 

8 
9 

10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


O 


Wilson Exhibit 7 for identification entitled, "Generic 
products 1984 estimated trading profit, stamp number 
172216. " 

MR. PHILLIPS: I ask you. Bruce, 

before she marks that, were all these documents stapled 

together or did they exist individually when we produced 
O' 

them? 


Q ■ 


I don’t have any idea. 

(Whereupon, Wilson Deposition Exhibit 
7 was marked°for identification.) 


before? 


Q - 

c 

A . 

Q • 

A . 

Q • 

A . 

Q • 

A . 

Christensen. 

Q. 

about? 

Don Christensen? 

Q. 


Have you reviewed it, Mr. Wilson? 
Yes, sir. 

Do you recognize the handwriting? 

No, sir. 

O' 

Have you ever seen this document 


Yes, 8ir. 

From whom did you receive it? 

I believe I received it from Don 


Can you explain to me how that came 


MR. PHILLIPS: How he received it from 


Yes, what were the circumstances? 
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l 

( * , 

A. I'm sure what Don was trying to do was 

give senior manageaent an update on 1984 estimated 


^3 

trading profit, and he was asking us to go through an 


4 

5 

exercise of verifying his calculations. 

o 

Q. And that's what you in effect were 


6 

doing when you prepared what we have previously Barked 


7 

as wl^lson Exhibit 6 for identification? 


8 

MR. PHILLIPS: Objection. Your 

8 


9 

question is, is that Exhibit 6? 


10 

° MR. TOPMAN: My question is what ay 


11 

question is. If you have an objection, wake it to the 

r\ 


12 

\J 

form. 


13 

14 

15 

Ml£ PHILLIPS: Your question is is 


Exhibit 6 -- 

* 

MR. TOPMAN: Make your objection to 


16 

the fors, 


17 

MR. PHILLIPS: -- a calculation of the 


18 

previous docuaent? 


19 

MR. TOPMAN: It is neither one, and I 


20 

appreciate you not interrupting ay question. If you 


21 

have an objection to the fora, lake it. Don't give a 

<$> 


22 

speech. 


23 

NR. PHILLIPS: Bruce, do yoa think 


24 

it's necessary to shout? 


\ 25 

'S' 

NR. TOPMAN: I'a not shouting. 



TANNENBAUM, KUCHENBROD ft PATEN ^ 

<502) 557-1984 g24 24186 


http://legacy.library.ucsf.edytKfc5zg<i|OpsO0/pd^.industrydocuments.ucsf.edu/docs/srflOOO1 






(B&W) P ROTECTED BY MINNESOT A TOBACCO LI T TGA T ION PROTECTIVE ORDER 

67 




1 

2 

^3 

4 

5 

6 

7 

8 
9 

10 
11 
12 

13 

14 

15 

16 
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18 

19 
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22 

23 

24 
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MR. PHILLIPS: Bruce, it's too bad we 

don't have a tape recorder In here, for God's sake. 

MR. TOPMAN: It's too bad. I don't 
appreciate you going on and on. 

MR. PHILLIPS: If anything, the record 

will reflect I'a not going on and on. If I have a 
question as to your question because I don't understand 
It or I think your question is aisleading -- 

MR. TOPMAN: Object to the fora, 

o MR. PHILLIPS: -- I will wake ay 

o 

MR. TOPMAN: Object to the fora. 

MR*. PHILLIPS: Listen, Bruce, I'll 
conduct ay defense of the deposition, you conduct yours. 

MR. TOPMAN: Just object to the fora. 


objection. 


Don't aake speeches 


MR. PHILLIPS: Don't shout. 


MR. TOPMAN: I'a not shouting. 


MR. PHILLIPS: Let the record reflect 
at least in soae people's Binds you »$re. 


Q. 

A . 


Do you have the question in aind.now? 
Yes, sir, I do. 

The problea I have is this siocuaent 


does not have a date Dn it so for se to say that this 
docuaent was prepared in response to this one, I would 
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be guessing. 


By that you are referring to that 


Wilson 6 was prepared in response to Wilson 7? 


That 1 s right. I have to answer I 


don't know 


6 Q. Okay. 

7 ^ MR. PHILLIPS: Question? 

8 Q. Going to Wilson 6 for a moment, do you 

9 

9 see where it says under overheads 30 cents per thousand? 

0 A. O Yes,sir. 

1 Q. Where did you get that nuaber from? 


It's provided to us by the cost 


13 departaent . 


14 Q. That's Mr. Frick? 

15 A. Yeah. Could have been provided to us 

16 through Tony Bacon through the cost department. Tony is 

17 the controller over the cost department. 

18 Q. Is that the same amount you were using 

9 

19 for the 1985 budgeted year; is that right? 

20 MR. PHILLIPS: Object. 

21 Q. 30 cents for overhead? 

22 MR. PHILLIPS: Objection to form. 

23 A. That's correct. 9 

24 Q. By the way, does this schedule, Wilson 

25 6, include military sales? 
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Military generic sales? 


Y e 8 . 


I believe so 


MR. PHILLIPS: At soae point do you 


5 want to think about lunch? 

6 (Discussion off the record.) 

7 ^ Q. Let's i&rk as Wilson Exhibit 8 for 

8 identification a docuient dated September 19, 1984, from 

9 D.P.C. to L.W. Butler, c.c.’s to others, subject, 


10 "Generic budgets.” 


MR. PHILLIPS: Numbers? 


MR. TOPMAN: 127303-307. 


(hereupon, Wilson Deposition Exhibit 


14 8 was marked for identification.) 

15 A. Yes,sir. 


17 identification? 


Have you reviewed Wilson Exhibit 8 for 

* 


18 A. Yes,sir. 

19 Q. Can you identify it? 

20 A. Yes,sir. P 

21 Q. You have seen it before? 

22 A. Yes, sir. 

23 Q. Tell me what it is, would y«u, sir? 

24 A. It's a document prepared by, I 

& 

25 believe, Don Christensen, outlining his estimate of 
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1 1984 estiiated actual results and his recoaaended 1985 


budget. 


Would you. If you would, take a look 


4 at the page 3 and then turn on over to page 4 where you 

G 

5 will see *84 nuibers on both those sheets. And then if 

6 you would, examine Wilson 7, which is the handwritten 

7 wewo 

8 Does that refresh your recollection as 

<9 

9 to the fact that Wilson Exhibit 6 and 7 were wade in 

10 response to t? - I ' ■ sorry, Wilson 5 and 6 were wade in 

11 response to Wilson 7? 

o 

12 MR. PHILLIPS: Objection to fori. 


14 sheet -- 


I referring you to the handwritten 


9 * 

Ye3 , sir. 

-- Mr. Wilson. 
Yes, sir. 


I ' ■ still not 100 percent sure that 

<9 


19 it is a response, these Exhibits 6 and 5 are a response 

20 to Exhibit 7. Looking at the closeness of the nuibers, 

21 it's very likely. 

9 

22 Q. Thank you, sir. 

23 Looking at Nuwber 8 Exhibit$for 

24 identification, did your departaent prepare a 1985 

25 budget respecting generic products? 
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1 

2 

^ 3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 
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22 

23 

24 
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A . No. No. 

Q. Did your department prepare a 1985 

budget for generic products? 

MR. PHILLIPS: I’m sorry. Let me have 


that one again. 


iS' 

record. ) 


(Whereupon, the reporter then read the 




MR. PHILLIPS: I don't understand the 

difference between that question and the last one. 

Q. O You do though. 


A budget was submitted to the budget 


and cost department 


budget. 


Q. 

A . 

Q • 

A . 

Q • 


Af?d who submitted it? 

We incorporated it into our total 

<?- 


Who submitted that budget? 


Don Christensen 


Is the budget he submitted the last 


page of Wilson Exhibit 8 for identification entitled, 
"Generic products 1985 estimated trading profit"? 

A . 

trading profit. The marketing numbers total specific 
promotion represents the amount budgeted for Specific 
promotion in 1985, 30,681,000. 


There again, we do not budget for 


Q • 


Let's mark as Wilson Exhibit 9 for 
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(B&W) PI 


LITIGATION PROTECTIVE ORDER 


identification a one-page document entitled, "Generic 
products 1985 budgeted brand contribution." stamp number 


•A 3 79888. 


(Whereupon, Wilson Deposition Exhibit 


9 was marked for identification.) 


Would you review what's been marked as 


W118d*n Exhibit 9, please? 


Okay. 


Can you identify it, sir? 


It looks like another Don Christensen 


11 document, which at what point in time it was prepared 


12 I'm not quite sure. 


This is not the final 1985 budget for 


14 brand contribution? 


I don't know. 


Let's mark as Wilson Exhibit 10 for 


17 identification a one-page document number 159800 

18 entitled, "1985 projected generic trading profit." 

19 (Whereupon, Wilson Deposition Exhibit 

20 10 was marked for identification.) 9- 

2 1 Q. Can you identify what's been marked as 

£ 

22 Exhibit 10 as reflecting a 1985 budget for generics? 

23 MR. PHILLIPS: Can I have t$at again? 

24 You added something at the end. 

25 (Whereupon, the reporter then read 
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1 

2 

^ 3 

4 

5 

6 

7 

8 

9 

10 
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12 

13 

14 

15 

16 

17 

18 

19 

20 
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22 

23 

24 
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O 


the record.) 

A. I can't honestly say brand 

contribution, that's the final budget we tendered. The 
■arketing nuiber, 30,681 Is a familiar nuiber and I'm 
sure that's the budget. As far as reflecting on trading 
profit, we noraally don't budget for trading profit In 
tens of our total package for generics. As In terms of 
how we report it here, we are just — we are pulling it 
down as trading profit for management's reflection 
because of generics -- it’s a new product in the 
interest level. 

o 

Q. Did you prepare this document that's 

been marked as Wilson Exhibit 10 or your department? 

A . 

yes , sir. 

Q. You did? 

•< 

The figures under the specific 
marketing spending were obtained |roi Nr. Christensen; 

18 that right? 

A. That's correct, ye^ sir. 

Q. The variable cost of $14.09 per 

<• 

thousand was obtained from Miss Willingham or Nr. Frick? 
A. The cost group, yes, sir. 9 


My department or myself prepared it, 


Q. 


One of the 2, you are not sure which 




one? 
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A. That latter stage I'* not sure 

because you are talking right at the latter part of '85 
-- '84. I'* sorry. 

Q. The fixture expense of 26 cents per 

thousand has a footnote which reads, "Represents fixture 
cost at 35 cents per thousand on domestic business (i.e. 
excludes vending and ■ilitary).” 

Is it correct that the dollar figure 

$ 

under the 1985 budget for fixtures, which Is $2,275,000 
was obtainedoby siaply aultiplying 35 cents per thousand 

tlaes the projected doaestic business i.e. excluding the 

o 

vending and ailitary voluae? 

A. Tltfbt's correct. 

Q. And since -- withdraw. 

The distributor rebate figure of 6 
cents per thousand -- 

A. Yes,sir. ^ 

Q • 

A. It's basically .0035 tlaes gross sales 

revenue. ?■ 


-- how is that calculated? 

9 


Q • 


By gross sales revenue you are aeaning 


prior to deducting the 2 percent discount? 

A. That's correct. 9 

Q. 

froa generics? 

TANNENBAUN, KOCHENBROD & PATEN 
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(B&W) PR* 


2 yes, sir. 


4 -- withdrawn. 

O 


As it relates to this calculation, 


All right. Are you aware of how the 


The distributor rebate is referred to 


as the DA IP progran? 


D-a-i-p? 


Yes. 


A . Yes. 

Q. O Are you faniliar with how that works? 

A . Yes, sir. 

o 

Q. Okay. In calculating the '85 budget, 

the nix between domestic vending and Military which was 
used is reflected on Mr. Christensen's 1985 budget 
attached to what we have Barked as Wilson Exhibit 8 for 


Identification. 


MR. PHILLIPS: I think it's Exhibit 9, 


isn't it, this one? 

A. They are the same. 

Q. They are the sane i&aber, 8 and 9. 

A. I'b not sure. That's ay hesitancy in 

<> 

answering whether brand contribution is correct. I'a 
not sure whether the nix has changed. The on$y way I 
could deternine that would be look at ay actual budget 

vP 

f lie . 
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You have a budget file that shows all 


2 the calculations of these nuibers? 


Yes . 


MR. TOPMAN: That's been produced? 


MR. PHILLIPS: I think so. Do you 


6 want we to check on it and see? 

7 MR. TOPMAN: Yeah, if you want. 

8 Footnote A says, "For budget purposes 

9 the early sign-up bonus of 50 cents per thousand has 

10 been assuied "to be rolled into the voluae rebate with 

11 the total 1985 burden being 50 cents per thousand across 

o 

12 all voluae categories." 

13 The budget for 1985 for generics was 

14 based on the proposition that every B&W customer who 

O' 

15 bought generics, regardless of when they started buying 

16 generics, would receive a rebate of 10 cents per carton 

17 purchased; is that right? 

18 A. I’i not sure. $ 

19 Q. So 11 * 8 possible that soae B&W 


20 customers who bought generics froa 


did not receive 


21 the 10 cents rebate which is referred to ^n footnote A 

22 of this document? 

23 MR. PHILLIPS: Objection to^form. 

24 A. I couldn't answer that one either 

25 because I'm not sure how the rebates were administered. 
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q. The *85 budget, however, was based on 

the proposition that no matter when a B&W customer 
signed up, they were going to get the 10 cents early 
sign-up bonus of 10 cents; is that right? 

* 

MR. PHILLIPS: Objection as to form. 

A. Reading this document here, to the 

d* 

effect the early sign-up bonus is incorporated into the 
volume rebate leads me to believe that the volume rebate 
becomes 10 cents higher in there which means it goes 
across the bo’ard. 


Q • 


It doesn't matter when the customer 


signed up to buy B&W cigarettes, he still gets the 10 


cents? 


A . 
Q • 
A . 
Q • 

A . 

Q • 


I would have to speculate on that. 

O' 

Isn't that what the footnote -- 

That's how I interpret the footnote. 
* 


That's how you built the '85 budget? 
That's correct . „ 

If you look at Mr. Christensen's table 
for 1985, which is the last page of Wilson Exhibit -- 

MR. PHILLIPS: 8 . 

Q. — 8 , you will see he shows a variable 

cost of $14.45 per thousand, whereas the 19859budget 
shows a variable cost of $14.09, a difference of some 36 




cents. 
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2 dif ference? 


4 leave It at that. 

O 


6 second. 


10 taken . ) 


Can you explain why there Is a 


As to the specific numbers, no. I'll 


MR. TOPMAN: Let's go off for one 


***** 


(Whereupon, a lunch break was then 
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MR. TOPMAM: Let's in e. r k as 
till so n Exhibit 11 for luentif icauon, a two-page 
document, tne first page is called Summary of Generic 
0 1985 Brand Contribution Estimates, tne second page nas 
a similar title. Tn ey are botn dated 6-18-85 witn tne 
initials TWN. 

MR. PH IL BIF3 : N umbers? 

MR. TO PHAN: 129931-32. 

d 

(Whereupon, Exhibit 11 was marked for 
icentif ica cign.) 

MR. PHILLIPS: Do you knew ir 

tn ey wore stapled x ik? taat? 

MR. TO PHAM ; Ta ey are 
O 

consecutive numbers. Hers ta ey stapled when tney were 
produceo in this fasaio^? I don't Know. Tney appear 
tc co together ds cause of tne initials and date being 
identical on ootn documents. 

CA discussion was nelc oar tne 

record.) 

c» 

Q. Would you review wnat*s been 

marked as Wilson Exhibit 11 for identification, 

pi ease ? 

A. Okay. 

Q. 

Mr. Wilson? 


Can you identify the document. 
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(B&W) PROTECTED 


1 


Yes, sir. 


Dig your departmer.t at Brown & 


Williamson prepare it? 


around June 1 8, 1 985? 


Yes, sir. 

And did you prepare it on or 


Yes. Well, actually tr.is 


particular document is an update from tne originu 
June 1 I' to me extent mat it has a former estir.i 


: r. it. 


:oiu:;.n -- 


You are rex err me to tne last 


A. Last column. 

Q. -- on Pace 2 wrnen says 6-2 o- 85. 

A. Sc^ I would venture to say it WuE 

prepared mere in mat time frame. 

Q. In otaer words, tne information 

<P . . „ , _ 

on one document mat appears prior to tne t>-2c-uo 

column was prepared on a schedule dated 6-1C-B5? 

A. Tnat's correct. 

Q. And tnen aadea £o tnat schedule 

was the 6-2 8-85 QPR column? 

A. Yes. 

q. Looking at the first page of the 

document under 1985 budget, and it says unoer tne 
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l 


GQiiars column -■ 


tn os-2 -ran' t. aoi 1 2 r e , ou r. tr. OS 5 £ 1 


billions cr st 


billion units. 


ticks of cigarettes, aren’t tn ey 


Tncusands of sticks. 5.5 


Rignt. You are right. Ana 


that's true all tne way across under eacn vertical 


col u»^Ti heading? 


quantity. 


e„:n 1 oi t? 


E/ery number on this pace i 


On tne first page of tne 


Yes. 


Is it correct, therefore, that 


tne I9b5 oucget projected a total of 8.6 billion 


sucks tc be solo? 


r orm. 


i*R. ?h la LI PS : Objection to tne 


A. Tnat* s *8orrect. 

q , And tnat o • 6 biilicu st i Ci*o 

would oe comprised of 6.5 Diliion sticks sold in 
commercial lines witn 1.5 biliion in vending machines 
and .6 billion in the military. 

MR. PHILLIPS: Objection to 


rorm. 


Tnis is what leads me t*b believe -- 


TANUEH3AUli, KU CHENS ROD a PATEN 
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(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


oy loosing a; tniH f orrr. tnat leaas me to oeiieve ti.u. 
As I s-iio sarlier, I nave some reluctance tc sour.o cfe 
on tnat mix of sales to tne final buoget. 

Q. Wny is tnat? 

A. Because I'm not sure -- tnis 

document doesn't mane me tninx tnat it's the final 
oudg£%. At the point in time — triis could be tne 
final Duoget, but I'm not totally sure of that. 


June lo, IS85 


Weil, tne document is oa tec 


Un-nun. it's reasons tie to 


tn 1 r.:< tnis is tn^ final Duoget. 

Q. Oxay. Tn en trier e is a rer e-re nee 

0 

in tne next column, 3-20-05 Lew Yorx meeting. VJnat 


ooes tnat refer tc 


There was a meeting of I tmr.it 


BATUS and BAT people witn tcoacco people tnat was 
going to be noia in 15ew Yorx in wmen we put together 


ar. estimated generic traaing prorit tor tnat meeting 
to ds reviewed at tnat meeting. 


And tnat estimate used this mix 


of sales that is under the column 3-20-85? 

A. Tnat's correct. o 


Do you Know where tnat meeting 


was held? 
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(B&W) PI 


JTIGATION PROTECTIVE ORDER 


meeti no? 


13o, si r. 

Do you know wno attenueo tna - 


No, sir. 

Have you ever seen any memoranda 


or otner Documents reflecting wnat occurred at mat 


meeting? 


I believe tnere was a document 


on tne itinerary of mac meeting, out I don't 

re-collect or recall w a a t tne itinerary was except tney 
o 

were going to discuss generics. 

q. 0 Do you Know tne reason wny 

generics were on tne scnedule for discussion? 


Did l-ir. Heger go to mat 


meeting, ao you know? 


I aon't Know. 

Do ycu ^now what le 


o to tne 


cnang-e in sales mix from tne '85 budget to tne 3-20-85 


New Yotk meeting? 


form. 


MR. PHILLIPS: Rejection to t: 


Hot the specifics. dThey were 


provided to us by marxeting. 


Who in marketing? 
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(B&W) PI 


Wc were required to pull togstaor, and on at was tue 
uate in whicn it Was issued. 


toge cher ? 


Who asked you to pull it 


I believe it was our senior 


management. I believe it was an internal 


gi strlbution. 


GO It? 


Do you remember wno asked you to 


io, si r. 


Do vou rem ernes r wnat was saio to 


A. wo: particularly, no, I ac no.. 

q. Is it routine for your 

department to oo mteri retype Dr and contnoution 
estimates for Gifferent brand cigarettes? 

A. It's more routine ror us to do 

interim estimates relevant to new proauct launcnts. 

q. Looking at the ne;:t column, 

4-1S-S5 pricing strategy update, wnich is 3 cays or ter 
the 4-11-85 update. Wnat does tnat r|£er to? 

A. To £ne oe st of my knowledge, it 

refers to a meeting that was going to be lfceld relevant 
to the generic pricing strategies in whicn tney wanted 
to focus on the training profit estimates at that 
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(jj&wj rKi 


point ir. time. 

Q. v.'no attitoid tnat .-nesting? 

A. I don't know. 

q. Was tnat meeting in Hew Orleans? 

A. I don't oeiieve so. 

Q. VJas tnete a meeting a do ut tne 

<S* 

first quarter QPP. os tween BsT a no EATU6 ano Brown u 

Will i am son? 

o 


9 



1 D£ 1 1 ev e t.i 

o'l c v/ c o 2 O v/ o' I u 

10 

m e c - 

ir-g. o 



11 


Q. 

\ ■ u a t e was t n 

at aeld? 

12 


A. o 

I oon't race 

llecc. 

13 


Q. 

One from Law* 

a 1 1 c n d s o tnat. 

14 

you 

Know ? 



15 


h . 

I ‘pjTi not sure 

• 

IS 


c. 

Do you know 

anyoody who 

17 

atte 

nueo? 



1 6 


A. 

* 

i:C . 


1 9 


Q • 

Wno attendee 

tne pricing 

20 

str a 

tegy meeting? 



21 


A. 

I don't know 

• P 


Q. Have you ever received or seen 

any documents that reflect who attended friat meeting? 

A. I don't recall seeing a document 

that has the attendees listed. 
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(B&W) PR( 


ITIGATION PROTECTIVE ORDER 


attendee? 


strategy was? 


Wnat- about lndiCcimcj a r.y 


I don't r ecali any. 

Do you rememoer wnat tne pricing 


I don't recall all tne 


specifics. I'r.; aware there is a document prepared. 

Q. Wao was it prepared by? 

A. I don’t know tne autaor. 

0. Tne next column is tne 6-10-35 

o 

current estimate. Wnat gave rise to tnat oeir.g 


pr spared? 


First indication looks like 


tnere is a mix cnange in tne sales units. I don’t 
know any specific reasoning tor it other than just 


anotner update, 


And ir: tne last column is titled 


6-28—£5 QPR and 6-18-35 estimate, which snows tne same 
sales unit mix as tne 6-10. 

A. Rignt. 

q. And that was prepared why? 

A. The 6-28 response would be for 

another quarterly update. The 6-18, tnerfe again, 
would nave to be another interim update. 

Q. Wno tola you to prepare each of 
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(B&W) PRC 


t;iere is a 


line item cal lea GPC. Do ycu see tnat, Mr 


Wllson? 


your schedule nere? 


Yes, sir. 

Why die you have tnat listed or: 


oust back-up to what we scored 


is private laoel as provideu to us by Don Christensen 
ino nis group, as to what private laoels tney were 


co nsi ae r i r.a. 


Wei1, every otner private iaoei 


on the list nas an entry next to it at some point m 


w i in s 


I would nope so. 

— except, let's see. 


hS. PHILLIPS: I think tney all 


Withdrawn. GPC nas an entry of 


40 0 as of 5-10-85. 

A. Un-nun. 

q. Is tnat the annual estimate for 

GPC given Dy Mr. Cnristensen to you? 

A. What do you mean by annual? 

q. In other words, a n&mber of 

units of GPC cigarettes which would be sold from the 
time of your estimate, in tnis case 6-10-85, through 
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(B&W) PR< 


the ena oi tae year on an annualized basis. 

A. Ho. Tnis number here wcuic 

reflect; tne number of units we would expect to sell in 


4 0 tne period of 1985 


Dici you mane any calculations of 


trading profit or brand contribution tor the privai 

„ 

label Major brands? 

A. I believe we die. 

Q. Same question for -- I'm sorry? 

A. „ You say tracing profit, I will 


11 have to say or and contriDution, I'm pretty sure we 

12 die; a trading pcofit, I'm not sure. 

13 Q. Same question for Federated. 

14 A. Brand contribution I believe we 

15 GIG, 


9- 


And 

tne same 

Ye s, 

si r. 

Same 

* 

answ er ? 

3 cull 6: 

answ er. 


20 Q. Wnat about tne otner private 

21 labels that are listed there; Safeway, Kroger's, 

22 Topco and Daymen? 

23 A. To each one I'm not^sure, but I 

24 would suspect we tendered some estimates, yes. 

e> 

25 q. Let's go to the next page, it we 
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(B&W) PI 


could, Mr. Wilson. 


scneduie is limited ;o brand 


contrioution; 1 £ mat right? 

A. Yes, sir. 


It doesn't show trading prorit 


or loss. 


A. That's correct. 

C. And you see under the '85 

oudget, wnicn as in the first column, these numbers, 

$ 

go tney not, mater, what we previously marks a as Juscn 
Exhibit 10, tne rirst column called 1985 budget? 

MR. PHILLIPS: Objection to 


:orm. 


term. 


Do taev not? 


HR. PHILLIPS: Objection to 


Tney match to tne extent you are 


dealing with millions of dollars and tnousancs of 
collars, out they are rounaea correctly. 

Q. Tne ' 85 oudget on 'lilson 11 is 

tne '85 oudget, right, for generics? 

A. (Affirmative no^.) 

MR. PHILLIPS: Objection to 


form. 


I believe so. 

The next column, which is that 
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(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 

S2 


3-20 Mew Yorti ir.eeri.ng, reflects a change m t;,f. 
vsriaol e cost on next to the line i ten, pr e low cost 
nlend from 1 4.0 9 to 1 4.0 2 . Do ycu know way tact change 


was made? 


No, sir. 

Do you <now wnether tne 14.09 was 


calciTlateo using the standard cost figures? 


I don't Know now they were 


Q. And that's true for every one ; 

o 

tne varicds cost line items across tne Horizontal 
taole opposite pa e low cost blend? 

k?v. PL ILLI?3 : Oojecticn to 

tor .a. 

Q. Do^ you understand my question? 

A. You are asking rr.e ir ail or 

tnese numoers were provided to me on a pr e lew cost 

oienc Da sis; is tnat true? 

Q. In ocner worcs, every number 

<s 

tnat appears horizontally on this chart opposite tne 
line item, pre low cost blend, was a plumber tnat was 


provided to you? 


Tnat's correct. 


And that was by tne cost 


depa rtment? 
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(B&W) PR< 

DTECTED STMINNESOTATOBACCO LITIGATION PROTECTIVE ORDER- 



;-3 

i 

A • 

T.nat's correct. 

0 

Q. 

Ml s s Vi ll 1 i non am i n cam ce sc ? 




3 

A. 

Yes. 

4 

o Q- 

Tnen tnere is Delow tnat anotner 

5 

line item called low cost ©lend benezit. 

G 

A. 

(Affirmative noo.i 

7 

& 

0* 

And sc ginning with me 3-20-25 

& 

column, tnrougn one ne 

;:t to tne last column, tnere arc 


<35 


5 

nguces tnere. Vino province cncse j. igurts to you? 

10 


Cost department, also, tnrougn 

11 

Tony 5 & con. 


1 2 

Q. o 

He gave tnem to ycu? 

13 

A. 

Yes. 




1 4 

Q. 

Die ne give them m writing to 

15 

you? 


1G 

A* 

I don't cell eve so. 

17 

Q. 

He just toiu taem tc you? 



. . *9 

1C 

A. 

(Arutmutivi ncu.) 

IS 

Q. 

Okay. Hew cropmr.a down wucrc 



0 

20 

tne 3-20-05 column is. 

it says 9 months budge tea 

21 

quantities, and then it has some figures tnere. Can 

22 

you explain tnat? 


23 

A. 

Only to the extent that's tne 

24 

information they gave 

us to put on tnis document to 



e» 

25 

footnote it as a reierence point. 


TANK EH 3 AUK, 
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(B&W) PI 


An d w tio is :cey 


A. Gwen and Tony. 

q. So you don't nave any under¬ 

standing wnat that means? 

A. No, only to the extent wnat I've 

read here tnat it's relevant, 6.9 Diliior. units times 


65 cents equals 4.5 


I got it. Do you know wnat tn« 


9 montn oudgeted quantities refers to? 


r o r m. 


HR. PHILLIPS: Oojaction tc 


It’s relevant to S montns of 


this 8.5 at the top. 


(A oiscussion was neid off tns 


r score.) 


If you taxe three-quarters of 


tne budgeted volume of 8.5, it doesn't work out to 6.3 
sticks. Do you nave any idea now that was calculated. 


the 6.9? 


rorra. 


MR. PHILLIPS: Objection to 


I'll just ask it simply. Do you 


know how the 6.9 was calculated? & 

A. I don't know the specifics. I 

c» 

can conclude that it's relevant to the last 9 montns 
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1 

2 

-v 

4 

5 

6 
7 

c 

0 

10 

11 

12 

13 

14 

15 
15 
17 

1 8 
1 S 

20 

21 

22 

23 

24 

25 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


S3 


of the year wnicr. sales are- shewed nigner tcwsras me 
latter part of tne year. 


Q. 


form. 




A. 

Q. 


Was tnat buogeteo that, way? 

MR. PHILLIPS: ODjection to 

I believe so. 

Do you it now what toe quarterly 


du age ting was? 
o 

* 

n • 


I oon't recall riant now, no. 
Q. Tne next col uni n snows a foot- 

O 

note, 5 mentas revised, 4-1-S5 management sales 
forecast. Unfit $oes tne 5 months revised refer to? 


A. 


i believe it refers to tne fact 


that the 8.5 is no longer tne budgeted quantities but 
reflects a revise a forecast bringing forware wnar wc 
knew is actual for tne first 2 montns of the year. 

MR. TOPi-irt.:-!; Read tnat bach for 


me. 

reccr a.) 

Q. 

months mean? 


form. 


A. 


(Tne court reporter reac tne 


Wnat does this Reference 6 
MR. PHILLIPS: Objection to 
In the context of this footnote 
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(B&W) P ROTECTED BY MINNESOTA TOBACCO - LITIGAT I ON PROTECTIV E ORDER 




1 

3 

4 

5 

6 

7 

8 
Ci 

10 

11 

12 

13 

14 

15 

16 
17 
1 3 
15 
20 
21 
22 

23 

24 

25 


26 


1 1 iu Ui.. inc sne's now r ci ernnc tc 6 laomr. ^ 
caantities, whicn wcuio oe 5.5 versus previously 5 
uiontns quantities. 

q q. Do you know wny there was tne 

cnange from 9 zaontns to 6 montns? 

A. No, sir. 

q. Do you know wny there was a 




cnange from one .65 under tne 3-20-65 column, to 
<s 

on c .35 un cie r ta c Q?A co i urn a ? 

i'io f si r» 

Q. Tne menucement sales forecast, 

whicr< is r e s e r t <e c? co in tne n o.. e, rsi tr i ~o w'—«. ? 


A. 

Q. 

n , 

it's done frequently. 


A revised forecast. 

Is tnat done quarterly? 

Itgj> s go ns not every quarter out 


Q. But tne total volume was not 

* 

revised taoc was anticipates r or tne year 1335, 
correct? 

<55 

A. Tnat's correct. 

Q. What was revise^, was tne way tn 

oalance of tne volume would oe sold over tne Balance 
of tne year. 


A. 


HR. PHILLIPS: Objection. 

e» 

That's partly correct. T»v 
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(B&W) PI 


disiti DUU on changed and also probably tne ir»i: 


c n a n g s o i 


vending and military, 


a d 1end change? 


tor m. 


;now mat it waula. 


By mix, you are referring to? 
Black and Wmte, private label, 


Why would tnat impact now ever on 


MR. PHILLIPS: Objaction to 


It probably wcuIg not. I don't 


At tne last line of tne QPR 


column it says: "Used budgeted Vi:C rates." wr.at does 

d 

tnat refer to? 


ouogetec rates. 


It refers to tne 14.09 reriectmq 
O' 


Tne 14.09 merer ere under 


variable cost was calculated using tne nudge tea 


scandaro cost rigures, 


rorm. 


mean rates? 


MR. PHILLIPS: Objection to 


Budgeted rates, yes. 

What do you refer fcfe when you 


You are putting the wora 
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(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


Etar.aarc cost on tr.er e. Nouier.cl atur es, cur rats 


staridarc cost, yes. 


Sc tnere is no aitrerenc* 


Detween rate and standard cost? 

A. From my knowledge, no. 

Q. G<ay. Now there is a 

ciff^rence, however, oetween a budgated stanaard cost 

ror Brown & Williamson and an operating stanaard cost 
o 

tor Brown « Jilliamson; is tnat rignt? 

A. T.n at* s correct, 

o 

Q. Ana do vcu Know vnetner tne 

oudgitec. standard cost was cifrerent than the 
operating stancara cost as oi 1-1-G5? 

A. ho. I aon 1 t recail. 


you Knew at one time: 


Was tnat something, though, tna: 


Not as a cay-to-day operations.. 


Q. But you dicn't use the ouageteo 

standard cost to calculate that 14.0S>; is that right? 
Miss Willingham did or her department^ 

MR. PHILLIPS: Objection to 


form. Go ahead. 


budge 


A. She either provided us the 

tec rates or she gave us the absolute amount. 
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(B&W) PR OT E CTE D BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 




3 

4 

5 

6 
7 
£ 
9 

10 
11 

12 
13 
1 4 
15 
15 
17 
1 6 
iy 
20 
21 
22 

23 

24 

25 


She very well could nave given us me rates, eno we 
coulo nave gone tnrougn the extensions. 

q. In wnicn case she would have to 

O Know tne produce mix. 

A. Pa gh t. 

Q. In calculating any of tnese 

& 

numbers, aio you use tne same standard product mix or 


$9 


did it. change over time? 


HR . Ph 1L si I PS 


Obi ecti cn 


rcrai. 


A. 


I'm not sure whether we used a 


rpo 
rates. 


composite for t ifk year or wnetner we useo quarterly 

<> 

HR. TOPwAN: Read that oaCK. 

(T^e reporter read tne record.) 

q. v7hen you say quarterly rates, 

you mean quarterly product mixes? 

■*> 

wc cnance standard cost, 

opsratinc standards several times during a year. I 
refer to them as quarterly cnanges. Tney may not be 
calendar quarters. Whetner we used individual rates 
for those periods of time or whether we used a 
composite for tne year, whicn there was a'' rating tnat 
she would have had to give us, she being Gwen. 

Q. My question is a little 
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(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


l 


different. in teems of tne proauct mix, wnicn I will 


refer to as tnat percentage of, you know, Longs and 

Kings and witnm tnat Lights, Ultra Lignts, Full 

^Flavors, Menthol and Nonmenthols, did you use a 

standard or uniform product mix when making all tne 

calculations mat appear on tnis 6-18-85 schedule? 

A. I don't know. Tnat woulc nave 

to do addressed by tne cost department. 

0 

Q. Kiss Kiliingnam? 

A. Yes. 

o 

Q. Ana sne- would also know in terms 

of the standard costs, whether used, as you referrec 

to, a composite standard cost for tne whole year or 

$ 

tne quarterly numoers. 

A. Treat's correct. 

Q. But we uo know, do we net, cased 

upon your cnart nere, tnat up tnreugn the QPK on 
4-4-65, tne budgeted stanuard costs were used? 


r o r rn. 


MR. PHILLIPS: Ooj action to 


That's true. ^ 

Looking at the next column. 


4-11-85, tnere is a footnote next to low tost bleno 

that says "Six months B and C revised quantities even 

. ® 
distribution." 
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1 

2 

3 

4 

5 


3 

10 

11 

12 

13 

14 

15 

16 
17 
1 0 
15 
20 
21 
22 

23 

24 

25 


Wnat does tnit mean? 

A. Tnat means tn at tnc bncgeu ana 

cos: amt nas now taken tne 4-1-65 management sales 
forecast and revised it. Again, and I' ra going to 
assume we would nave revised it for actual information 
to tne extent we woulo nave naa Karen history by tnat 
point m time, ano we reaistriDuteo the remaining 

quantities over tne remaining period to be dealt witn. 

(5> 

g. Wnat is going to be evenly 

distributee the difference between naren actual 

quantities and 8.5 oiliicn projectea quantities; is 
tnat ngnt? o 


A. 


Uo. It wcillo oe Karen year to 


cate quantities. 

q. O^ay. Tne difference between 

Karen year to date quantities and 3.6 projected 
quantities is wnat's oemg evenly distriouteo? 

A. I don't believe so. Tne 

cifference oetween Karen oudgetec. quantities -- Karen 
year to date budgeted quantities and March year to 
date actual quantities, that differencial would nave 
been evenly spread over the remaining period. 

Q. It states nere 6 mdftths. wnat 

does the 6 months refer to, again? 

MR. PHILLIPS: ODj action. 
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A. My interpr etation of that, taer = 

again, is 6 months of quantities represented oy 5.616 
units whicn Gwen is using to calculate wnat ner low 
cost blena benefit would be. 

Q. Inotner words, the 5.5 Dillion 

sticks relates to the period July 1, 19C5 tnrougn 


Decenter 31, IS35? 


I believe tnat's correct. 


Ir you loci: farmer down i 


say a 


first 3 months actual, April 1 reviseo ViiC rates, 
o 

Wnat dees tnat refer to? 


It refers 


;ne r act that we 


now nave experienced 3 months wortn of actual data 

using operating standards, anc those numbers woulu 

have been used in this calculation. So, m effect, 

O' 

wnat we are doing is forecasting 9 months using 3 

months — I'm sorry, forecasting -- yean, 9 montns, 

and using 3 months actual. ^ 

Q. Now when you say 3 montns 

actual, we have tne actual volume, what are you 

multiplying tne actual volume by in terms of getting 3 

P 

dollar figure? 

HR. PHILLIPS: Objection. 

Which dollar figure are you referring to? 

MP. TOPMAN: Wnatever efie ne 
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used. It doesn't say in ins rootr.ois. 

MR. PHILLIPS: You say in terms 

of to get a dollar figure. Whicn dollar figure are 


i^you talking about? 


used. I don't know. 


MR. TOPMAH : vJr.xcn ever one ns 


MR. PHILLIPS: I con't 


understand, Bruce. I mean, I tnougnt your question 1 . 
$ 


re sc : 11 s question DsCk. 


(Tae previous question was rest 

occ.% ode tne court reporter.) 

o MR. PHILLIPS: To get wmcn or 

tnese numoers i s av question. To get tne gross paid 

* 

sales, to get tne van sole cost, to get tne vaaaois 


ni a r g i n? 


Did you use tne actual volume to 


ootain eacn one of tnose numoets 

Ori TtT.T 


MR. PHILLIPS: Taut's wuat I'm 


not clear. 


Mr. Wilson? 


A. Wnen I talk in £erms of using 

actual, we are rot going tnrougn an extension process 
at that point in time. We are using tnat^which has 
already been recorded on our records, so we go into 
our system and say how much variable manufacturing 
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r* 1 

2 


coses nave we recorded against generics, now eucn 
gross para sales nave we recognised acamst generics. 

Q. And wnere do you get tnosa 

^figures, from, the brand contribution sheet? 

A. Tnat's one source, yes. 

Q. i.’nat source die you use to 

calculate tins seneduie of S-lu-o5? 

A. i-iore tnar. likely it was a or ant 

<s * 

contribution sneer or tne il-l's. 

Q. Vhiat is an N-l? 

o 

a. It's a cost sneer user, to cost 

out cur gross pai)d sales. 

Q. You would nave usee tncss actual 

collar figures for tne rirst quarter respecting gross 


15 

paid sali 

s? 

O' 


IS 


A. 

Yes. 


17 


Q. 

U r OUi d 

you nave 

1 c 

figures w 

i rn 

respect to tne 

v ^riaoie 


ngures w i rn respect to tne variant e cost pre i ow cost 
oiend i igur e? 

A. Yes. 

Q. You would not h^'/e used it for 

tne figure appearing ne::t to the low cost blend, 
benefit line item? <* 

A. No, sir. 

q. Correct? 5 
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Correc:. 


q. Would you nave also used on 

actual figures for tne first quarter respecting 


pEarneting expanses? 


Probably not, to tne extent we 


would nave oeen given annual estimates from marketing. 


figures, rignt? 
<9 


estimated figure. 


;f ui s scneouiev 


You woulc nave used budgeted 


I’ot oucgetec figures out an 


Dio Miss W 1 1 i l non am get a 


A. I con't recollect. 

q. For tno first quarter QPK, way 

cio you not use tne operating standards as opposed to 
tne nudge ting standards? 

i!?;. PalLj-ilPdi Dejection. 

- , 

A. I co a 1 t nn ow . 

q. Is cast because Miss i.’iliingnam 

just tola you to use tne budgeted? 

A, We took tneir l^ad on tnat. 

Q. Tne reference to April 1 revisec 

VMC rates, is a reference to tne April 1 Operating 


standard costs? 


I'm sorry? 
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tA 1 


Q. Under tne 4-11 column at tac 

oottom there is a reference to April 1, revised Vi.C 
rates. Do you see onat? 

% A. On-huh. 

q. VilC stands for variable 

manufacturing cost, correct? 

^ A. Yes, sir. 

Q. That is a reference to tne April 

1 operating standard cost; is that correct? 


Q. Tne continuation or tne footnote 

opposite low coso olend benefit, refers to a figure of 
a dollar 13 or 1.13, excuse me. Do you see tnat? 

A. Yes, sir. 


it not? 


That is a ooilar 13, thcucn, is 


Ye s, si r. 


Wii at does tnat represent? 


that figure? 


I'm not sure. 


And do you Know who gave you 


Cost department. 

Miss Willingham? <? 

Yes. 

If you look at tne column 6-10-85 
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LITIGATION PROTECTIVE ORDER 


1 


th e 2.5 cut. 


And since tnis scops at 6-28-65 , 


tnere is way of Knowing from this schedule whether in 
fact the 2.5 was or was not m or out. 

MR. PHILLIPS: ODjection to 


rorm. 


du dge t. 


Ri gn t? 

HR. PHILLIPS: In or out wnat? 


HR. TO PHAN : In or out of tne 


HR. PHILLIPS: Same objection. 
Tne 2.5 was never in the budget. 
OKay, in tne estimates. 

Okay. 

HR. PHILLIPS: Oojection. 

O' 

Hay I ask you to repeat tne 


que stion? 


Sure 


. fs i 


t co r r ect th at tn i 


reason the 2.5 million in promotional spending for tne 
tmrc quarter, which had been included in tne 6-10-85 
estimate, was excluded from subsequent estimates, was 
oecause it hao not been declared to BATUS? 

MR. PHILLIPS: Objection. 

A. I don’t nave information that 

would tell me tnat. I can’t respond to tnat.® 
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t* 1 

2 


snows 6-i C and 6-28 witn :hs same sales uni e mix. 

A. Rignt. Well, my recoliecticn is 

tnac tms document is not fully correct in tnat tne 

^reoates reflect that the 4-19 mix. Oxay? 

Q. Un-nuh. 

A. Consequently when we made the 

cnange, we changed the rebates. Ana tnat's why tne 
footnote was put tnere to prompt our memory. 

<9 


c. 

■s 


Q. 

So 

tnat tne 

5-10 

and the 6-1C 

10 

col cans 

on Page 
o 

2 cf tne 

e::n ioi t. 

o 

G 

O 

O 

t reflect tne 

11 

cor rect 

pr cauct 

mix with 

respect t 

o tn e 

calculation of 

12 

tne reoa 

tes and 

oilow ance s? 




hfj. PiiILijIr'3; Objection. 


X see it. 

A. Y^an, tnat's a true statement. 

Q. Am I also correct tnat if 

operating standard costs were used to calculate tne 
figures for variable cost in t&e 19B5 oudget, tne 3- 
20-85 and tne QPR 4-4, tne results wouic D3 different 
tnan they are on your scnedule. 


MR. PHILLIPS: 


ection to 


form. 


A. I'm sorry, I'm going to have to 

ask you to repeat it one more time. 

Q. Of course. With respect to tne 
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^ 1 



1985 Ducget figures, tne Ila r cn 20, 1 985 figures a nu 
tne first quarter QPR figures for vanisie cost pre- 
low cost blenc, if tne operating standard cost nac 
v oeen used rather than the Dudgetea standard cost, sue: 
figures woulc have been different than they are on 
your 6-16 schedule. 

^ i-:R. PHILLIPS; Objection to 


term. 


Tn a t 1 s — I uo n ' t kn ow w n a t 



those rates would nave been. Tne operating standards 
o 

couxu nave oeen tne same as budgeted standards. So I 


isr.' ; answer onao. 


It is correct, tnougn, mat 


V 

enviously if the operating standard for 1-1-C5 were 
different rroui tne 1 355 ^ouags tec standard costs, men 
tne results in fact would nave oeen difterent -- 


Objection to forii. 


sen ecu!e? 


.la. p.i lu LI PS ; Objection. 

-- tnar. appearing on your 5-Is 


KR. PHILLIPS: 


jection to 


form. 


were different. 


Tnat's a true statement if they 


(A short recess was taK.en.) 
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1 

i»iE * TO ¥ i'lAi.'J l L £ v 1 £ ITiiTK a S 

2 

Wilson Exmoit 12, a three- page document, eacn of 

3 

which is entitled 1 985 oucget. The first page is 

4 

q summary of 1-1-85 standard variable manufacturing 

5 

costs, tn6 second page is tne same tning for 4-1-85, 

6 

the third is tne same tning for 9-1-85. Stamp numoers 
\S> 

7 

164245 tnrougn 47. 

6 

I'lR. PHILLIPS: 16, I'm sorry? 

9 

LH. TO PLAN: 42 45 through 47. 

10 

(Whereupon, ExhiDit 12 was marked for 

11 

loentiflcation.) 

12 

A. ° Yes, sir. 

1 3 

0. Can you identify what's oeon 

<> 

14 

marK=d as Wilson Exhibit 12 for identification? 

15 

A. 1 3 ^ looks like a 1 985 oudgeted 

15 

standard variaole manufacturing cost, wnat we call Sum 

17 

Sum sheets. 

1 8 

Q. And your reference on tne 

IS 

schedule dated 6-18-85, wnicn is gait of Wilson 

20 

Exhioit 11, to use oudgeted Vi-iC rates is a reference 

21 

to the standard cost rates appearing p.n Page 1 of 

22 

Wilson 12? 

23 

A. I suggest to you it^would be 

24 

Page 1, 2 and 3 to the extent that when we say we use 

e> 

25 

oudgeted rates, we would use the budgeted rates which 
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were in effect ior seen respective period. 

Q. But on Wilson 11 was re it snows 

used Dudgetec rates, it's under QFh 4/4/35. 

> A. Un-nuh. 

0. Whicn is the ena of the first 


qua r ter. 
& 


No. Okay? I'll try to explain 


tn a t. 


nur e. 


A. o You nave at tn i s point at 4-4-85 

you nave 2 months worth of actual experience, and you 
nave estimated tr?e tnirc ruontn. Actual results are 
not m Dy April tne 4:n. 

Q. So, in otner words, figures tnat 

appear in tne QPH for th^e first quarter are 2 months 
of actual numbers and only one month using budgeted 


stanaara costs. 


Tn a t' a correct 


How come it doesn't sav taa; 


wner. it does say it under tne 4-11-85 update? 


form. 


MR. PHILLIPS: Objection to 


I'm going back and lay I don't 


know. I believe I’m using — 14.09 tells me tnat we 

e> 

were using budgeted rates for the entire period. 
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iinetner the ouageteo rates were ir. effect for January 
and February actual results, I don't know. 

MR. PHILLIPS: Coula you read 
^Dack Mr. Wilson's answer, please? 

(Tne court reporter read the recoro.) 

Q. Tne 14.OS figure tnat you just 

& 

rererrec. to, is tnat figure wnicr. appears in tne first 
quarter column under vanaoic cost pr e lew cost 

olend, correct? 

A. 0 To tne best of ray »;n owl edge . 

Q. Tnat 14.09 figure you believe was 

calculated usinc°tnc 1-1-85 oudgeted stancera cost 


rates? 


HR. Pd I!, LI PS : O o j e c 11 o n. 

Ti^e footnote leads me to oclievc 


mat, ye: 


q. Ann tnat is also true for tne 

* 

14.09 tnat appears in tne 1 985 o u age c column on youj 
scnfccuie dated 5-1 £-85, Wilson 11? 

A. Tms? 


(Affirmative no^i.) 

MR. PHILLIPS: Objection to 


form. 


Ye s. 


And I gather you do not know how 
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I Deli eve so. 


And tnose figures arc different 


are tney not, man the Ducgeted standard costs tna■ 


Oappear on Wilson 12? 


iorm. 


dif f e^. 


MR. PHILLIPS: Oojecticn to 


Observing both fornis, they loo. 


Taking a looin ror exam cl e, at 


me bu dge tec oco st for uignts ' 6 4, you see a combi nec 
variable manufacturing cost of $5.25 per tnousanc; 1 ; 


mat ngut' 


MR. PHILLIPS: Objection. 

As referenced on Exhibit 12, 


Rignt, tne budgeted cost. 


Un-nun. 


Wnereas the operating stancerd 


ror Lights '84 as appears on Wilson 13 ranges from 
$5.42 up to $5.57 for tne same Lignts 84's; is mat 


correct? 


form. 


MR. PHILLIPS: Objection to 

<b 


As reflected on Exmbit 13, 


that's a true assessment. 
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Q. So, am I correct;, sir, mat witn 

respect to tne vanaoie cost ore low cost Diena 
figures that appear in the QPR for the first quarter, 
Othat figure on your schedule of 6-18-85 woulc nave 
been different if you had used tne operating standard 
costs and not tne budgeted standard costs. 

MR. PHILLIPS: Objection to 

form. 

$ 

A. I believe tnat's correct. 

Q. 0 Looking at tne 4-11-65 update 

column, it refers to Aor li 1 revised variaole 


car.ui act ur i ng co 


its. 


In at is a ret ere 




second page of VJilsor. 12, tor identii ica tion, entitled 
Summary of 4-1-85 Standarc Variable Manufacturing 
Costs, 1985 Buaget; is Ojiat correct? 


one again? 


record.) 


MR. PHILLIPS: Can i nave tr.at 


(Tne court reporter read tne 


MR. PHILLIPS: Objection. 

A. I can only speculate on what 

these rates might reflect to the extent that I was not 
involved witn the actual detail calculation. 


Hiss Willingham woulc know tnat. 


thougn ? 
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Q. The 4-1 S-85 ana me 6-1C-S5 

results are both based upon the assumption of a $2.50 
0 per thousand price increase effective Octooer 1; is 


that correct? 


Based on Exhibit 11, tney both 


for those estimates assume tno price increase of 2.50 


per Ii. 


Is it correct that those Dries 


increases of o 2.50 per thousand, upon which those 2 
orar.u ccntr louti on rigures are based, never tcox 


pi ace ? 


MR. PHILLIPS: Qojaction. 


hang on just a second. Read tnat question back. 

CLne previous question wa; read 

dock the the court reporter.) 

HR. TOPHAH: I'll rephrase it. 

Q. Is it correct tnat the $2.5G per 

thousand orice increase effective October 1, which is 

s 

the assumption on wmen tne 4-19 and 6-10 estimates 
are based, tnat tnat price increase r^ver took place? 


Hang on a second. 


MR. PHILLIPS: Still objection. 


I'll allow you to answer that up 


to August 31st, 1985, if it took place by that time. 
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1 

2 

> 

3 

4 

5 

6 


ia 

11 

12 

13 

14 

15 

16 
17 
1 6 
13 
20 
21 
22 

23 

24 

25 


A. It cit not. za.KS place. 

HR. TOPaAM: You mean you won't 
let me ask mm when it says Gctooer 1? You won't let 
pme ask nim and you won't let him answer tnat when I 
got a document nere based upon tnat assumption? 

MR. PHILLIPS: Bruce -- 
U' 

MR. TOPHAM: I'm just asking 

you. 

0 

i-iR. PH IL LI PS : Ho. 

MR. TOPHAM: You are instructing 
the witness not to answer a question to determine tne . 
validity of an assumption upon wmcn tnis document 
rests? 

O 

MR. PHILLIPS: I con't agree 
witn tnat cn ar act eric ati^pn, never t.nei ess, I'll let mm 
testify up to August 31st, 1325 out not thereafter. I 
con'c tmnK we need any colloquy cn eras, It' s a 
position we've maoe clear to you numerous times 




oefor e. 

MR. TOPMAN: Unbelievable. To 
let him answer whether it became effective August 31st 
is irrelevant because it doesn't assume it became 
effective August 31st, it assumes it became effective 
after that. So it couldn't possibly nave happened 
before then. 
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Mii. PHILLIPS: Brucs, you wano 


co go on wita tne deposition? 

MR. TOPwAM: Wait till tne Judge 
0 hears it. He's going to hear it, I'm telling you now. 


tnreat, Bruce. 


MR. PHILLIPS: I hear your 


MR. TOPMAM: It's not a threat. 


It's an absolute promise, 
<s 


HR. PHILLIPS: You Know we've 
made this position clear to you a nurooer of times. Wo 
reason to waste time in colloquy on it. 


BY MR. TO PUAH: ° 


Tne 6-2 8 QPR estimate is based 


on tne assumption tr.at mere will be a price increase 
efrective August 1; is g-pac correct? 

A. As reflected in tnis document, 


V?e are talking here still Wilson 


A. Exn idi til. 

Q. Rignt. And is ^t not true that 

suen a price increase never took place? 

MR. PHILLIPS; Objection. 

A. The price increase aid not take 

place as this assumption laid it out. 
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Q. Mow j ust to a5Ke aosoiutsiy 

clear, tne otaer estimate of 6 -1 S- 85 assumes a price 
increase of a dollar per tnousand for Kings ana a 
odoliar and a quarter per tnousand for Longs effective 
October 1; is that right? 

A. Tnat's correct. 

C. Dio tnat price increase 

assumpti cn, on wnicn tne 6 -1 S- 85 estimate is based. 


occur ? 


MR. PHILLIPS: Objection. Act in 


same objection as earlier. 


him not to answer' 


3 13 c. 


MR. TO Pi-. AH ; Are you instructing 


MR. PHILLIPS: Up until August 


MR. TCP MAN: I don't want an 


answer tnat wav, I want an answer effective October 1. 

* 

I want to know if tne assumption took place. 


po si :i cn. 


nim not to answer? 


August 31st, 1985. 


MR. PH IL LIP^: You Kr. ow lay 


MR. TOPMAH: Yop. are instructing 


MR. PHILLIPS: You §ot it after 


MR. TOPMAN: That's not my 


TAN KEN BAUM, KUCHENBROD i PATEN 
Louisville, Kentucky 40202 
( 50 2) 5 87-1 9 84 


B24 24239 


ittp://legacyJibrary.ucsf.e(^tid^(l|®?sC)CWp«Mv.industrydocuments. ucsf.edu/docs/srfl0001 




(B&W) PR OTECTED BY MINNESOTA T0BAC€O LITIGATION PROTECTIVE ORDER 


1 

2 

3 

4 

5 


9 

10 

11 

12 

13 

14 

15 
15 
17 
1 5 

19 

20 
21 
22 

23 

24 

25 


123 


guc- SC i on. iiy qussiion is effective October 1. 

MR. PHILLIPS: Up to events tnct 

occurred after IS — after August 31st, 1985. 

O MR. TOPMAN: Are you instructing 

nim not to answer my question? I want tc Know if tne- 

assumpticn became effective on Octooer 1. 

HR. PHILLIPS; To the extent it 

requires nim to testify as to events that occurred 
(55 

after August 31st, 1 985. yes, I'm instructing mm not 
to answer. o 

MR. TO PHAM : U n be 1 l ev a ol e . Tn i s 
procedure or instructing witnesses not to answer is 
going to result, lt^seems to me, in tne necessity of 
retsKing a number of witnesses on these areas wnere 
you instruct, and my current view is tnat wc are going 
tc seeK costs for attorneys' fees ana travel for tnat 
kina of tmna. 

MR. PHILLIPS: I near your 

tn rears, Bruce. 

s 

HR. TOPHAM: It's not a ta rest. 
I'm just telling you my statement andp.nope you will 
reconsider what I consider to be a very ill-advised 
position. 

BY MR. TOPKAN: 


Q. 


Mr. Wilson, I forgot to ask you. 
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Do vc u Know wiio w roco l* zzn xioit 1,- i or i cis ntif 1 ci ci on ? 

A. iIo r sir, I qo not, 

HR. TOP MAR: Lee's aaiK as 

^Wilson Exnioic 14, a one-page document entitled 

Summary of Generic Brands 1985 Brand Concrloution, 

witn tne initials TW'w and the date 6-11-65. 

U' 

HR. PHILLIPS: Hummers? 


150026. 


HR. TO P.*iAR : Just one r* um oc r . 


(Whereupon, Exnioit 14 was marxec ror 


ids ntif Ki ti cn. ) 


Hr. tJilaon? 


& av e you r ev i ew sc tne docum c n z , 


Yes, si r. 

Di^ you prepare tms document 
Yes, sir. 

vVnat 1 s tae purpose of tms 


go cui.i ent ? 


A. Basically to summarize tae major 

cnangas resulting from assumption cnanges in various 
estimates that were drought forward, p. 

Q. So depending on what tne 

assumptions are on tne different estimated that you've 
made, the last item called brand contribution, 
changes, and this is an attempt to explain how the 
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assiiiupt i ons cr.angec wnicn caused those cr, angt-s a/, cn. 


estimates? 


Ofora. 


MR. PHILLIPS: Objection to 


MR. TOPMAH: Maybe I'll withdraw 

it and try one more time. It was a little convoluted. 
O 

Read back Mr. Wilson's answer. 


r ecor a.) 


(Tne court reporter read trie 


And Ov brought forward you mean 


you are referring to estimates that appear on your 
6 -1 £- 35 schedule? whicn is part of Wilson Exhibit 11? 

A. ^ Yes. 

<> 

Q. Looking at tne first line where 

it says first quarter QRR acjust~.er.ts — 

A. Yes, sir. 

Q. --it says incremental resets 

cost, and a figure of minus 1.9 million dollars; is 


tnat rignt? 


Ye s. 


Q. How does increased private label 

business, if it does, increase the reoate cost and 

contribute to tnat 1.9 figure? ^ 

A. To the extent tnat some of our 

o 

private label contracts or -- I wouldn't say contracts 


TANNENBAUu, KUCHEHBROD L PATER 
Louisville, Kentucky 40202 
( 502) 587-1 984 


824 


http://legacy.library.ucsf.etfiritinl&gdifl^aOCWpd^.industrydocuments.ucsf.edu/docs/srfl0001 



(B&W) PI 


SOmc Of our priV3ie lujel rebates are nigaer ti,an wnc 

we would consider our nerniai Black ana White rebates. 

Q. You mean tne rebate tnat 1 s paid 

oon private labels is different tnan what's paid on 

nonprivate label generics? 

Mil. PHILLIPS: ODj action. 

O' 

A. I believe tnat's correct. 

Q. In the 4-13-35 adjustments 

$ 

paragraph, it states: "Signer variable raanufacturlno 

cost (actual/^r sviscq standards versus oudget)." And 

it snows a negative impact on or ana contribution or 

$700,0 00, correct?? 

A. Tnait's correct. 

❖ 

Q. Wnar does tn at mean? 


A. I <p&n only interpret what tn; 

scnedule is saying, is tnat the actual revised 

star.ua res are nigner tnan tne oudgeted standards. 

* 

Consequently reflecting a change in tne VMC cost. 


What are you comparinc tne 


4-1 9 -85 adjustments to? 


MR. PHILLIPS: Rejection. 
To tne previous estimate. 
Which is what date your 


scnedule? 


Which schedule? 
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estimate. 


On your 6 — 1 S— G5 sen ecu! e. 
It woulc be tne Q?R 4-4-85 


Okay. Looking at tnose numbers 


on your 6-13 schedule there is a difference of 

$500 ,000, is tnere not. Detween tne QPR of the first 

quarter and the 4-1S figures for the variable cost pr 


low cost Diend? 


rors. 


HR. PHILLIPS: Objection 


Is tnat correct? 

LR. PHILLIPS: Objection to 


Tnat's watt tne scnecule 


reflects, yei 


3c tnat your summery of 5-11-85 


wnicn nas Dien marked as Wilson 14, snows an 

* 

adcitional $200,000 negative impact on brand con¬ 
tribution than is snown on your sgnedule wnicn is par 
of Wilson 11; is that right? 


form. 


HR. PHILLIPS: Objection to 


Tne comment here is focusing 


specifically on -- the comment on Exhibit 14 is 
focusing only on VHC cost alone, which contributed to 
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tne en zr.cz . 


Uh-hun. 


Whereas you are iooiung at. or* 


,scnecuie -- on ExniDit 11, you are looking at total 
variable manufacturing cost -- total variable cost. 


I'm sorry. 


HR. TO PHAM : Wouic, vou nave- Mr. 


Wilson's answer read bacit to me, please? 

(Tae court reporter reac tne 


record.) 


Wnen you art referring to total 


variable costs, pou are referring to tne third line 


item. 


Yes. 


o^y. 


Co r r e ct. Th a c sn ow £ for 


tne QPR of April ' 65 $116,000, whereas tne 4-15 number 


is 116 .9 . 


cor r ect ? 


„ 

MR. PII It, nlPS : Objection. 
Tnat is a $900,000 differ 


Rignt. p. 

Let's back up for one second, 


Mr. Wilson. Your description, higher variable 

manufacturing costs, is a reference to not the low 

w 

cost blend benefit, is it? 
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l^Dot vv ) ri 


Probably not. 

So that leaves the pr e low cost 


oiend as tne other component, correct? 
A. Correct. 


Now, tne QPR for April shows 


that number to be 121.2 


Correct 


The 4-12 column snows tnat sam- 


number to be 121.7 million dollars. Correct? 
A. Tnat 1 s correct. 


Tnerefore, tne difference is 


12 5500,000. Correct? 


13 A. T.iat's correct. 

14 Q. Tnat is from Wilson 11. Right? 

15 A. Oi^ay. 

15 Q. When you go to Wilson 13, you 

17 snow a $700,000 negative irapact rather than a $500,000 


it negative impact. 


20 form. 


23 the form. 


25 form. 


MR. PHILLIPS: Objection to 


Is that correct^ 

That's correct as reflected on 


MR. PHILLIPS: Objection as to 
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(B&W) PR* 


1 / •• 
i v. 


q, Would you look at tne 

i r entneticol wnere it says "Actual/revised standard 


versus budget 


Un-huh. 


Do you know what the word budget 


refers to m that parentnetical of yours? 

A. I'm assuming it means Dudgetea 


standards. 


And nere are we talking about 


tne 4-1-C5 oudgetea standard? 

A. I'm talking aoout -- wnen I use 

tne term -- in tire context of this document I'm using 
budgeted standards as total years budgeted standards. 

0- We've marxed previously as 

'Wilson Sxnibit 12, tn reep'budge t standards for 1985. 
Are you referring to any of tnose or a composite of 
tncse or none of tnose wnen you say "oudget" in 
Exhibit 14? 

A. I'm going to^ respond to that by 

saying without getting into the details and under¬ 
standing tne mecnanics of how these numbers were 
created, I can’t respond to what budget means. 

Q. In other words, you ^don' t know? 

A. Right, you got it. 

c» 

Q. And is your answer the same for 


TANNEN3AUK, KUCHENBROD & PATEN 
Louisville, Kentucky 40202 
(50 2) 5 87-1984 


frorary: u csf. ecrGTtfd/ fJ! ! ?;l 


f.edu/dacs/srftOO01 



(B&W) PROTECTED BY MINNESOT A TOBACCO T tticatton PPHTFrTTVir np PFR 


( 


< 


131 


l 

s> 2 


tne parenthetical portion waxen says actual/ revised 
scandares ? 


3 

4 

5 
C 
7 


HR. PHILLIPS: Objection. 
P A. Yes. 

Q. In Wilson 14 tnere is a 

discussion cf current adjustments. 

A. OKay. 


9 

10 

11 

12 

13 

14 


15 


® Q- 


Wuat does 

tnat refer 

to? 

estimate, 

if £ ny 

, on your 

S Cn COui C Cl 

6 -1 t— C 5 

is parb cf 

1 * 11 sc 

n 11 ? 




A. It refers to tne 6-10-35 current 

i o 

estimate column. 

Q. . In tne second line- item it savs: 

v , 

"Benefit or snifting military sales to commercial 
easiness." Wnat does trfi&t mean? 


16 

17 


IS 

20 

21 

22 

23 

24 

25 


A. I don't recall. 

Q. Decs it refresh your 

recollection tnat it means that Brown & Williamson 
wasn't making any money on military sales so they were 
going to snift it to commercial ousmess? 

MR. PHILLIPS: Objection. 

A. No, 

Q. Dees it refresh your 

recollection tnat Brown & Williamson was at or near 

s 

break even on military sales, and tnat's why they were 


( 
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going to snide to commercial business? 

i IP.. PHILLIPS: Ocjecoion. 

A. No. 

O Q. Tne last line under current 

adjustments is "snif ting of volumes into nigner rebate 
class, negative impact 1.6 billion collars." 

Is that tne same tiunc as wr.at 
is reflected under one 6-2 8 QFR? 

»xR. P.x XL ±j I rS ; 0 O j e C1 1 on . 

Yas, si r. 

Am j. cc r r ecr , nr . »7 1 1 so n * tn a r 
tms scnecuie, wSicn is pare of Nil son 11, for or ur.~ 
corner iouti on, toes not reflect tne 35 cents per 
tnousanu £ insure- cost tnat we saw previously reflected 
on tne 1 2£5 ouagec saesp? 

i'xR. PHILLIPS: Objection. 


A. o 


v. ■ 


CO SC . 


.- 1 . 

0 • 
A. 
Q. 

A. 


It doss not reflect t incurs 
* 


35 cents per tnousand, yes 


Tnat's 35 c|r.ts per tnousand? 

(Affirmative nod.) 

(Indi ca ting.) p 

As reflected on scnedule 10 ic 1 s 

£ 


Q. 


And it does not reflect 


«9 


incremental or variable overheads -- 
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:corm. 


1'iR. Pil xi-i ux PS : Ocj sctioii to 


-- on me scnedule diteu 


06-1 8-85, which is part of Wilson 11; is that correct? 

MR. PHILLIPS: ODjection to 


rorm. 


vanaoic overheads. 


overnescs , ejvtaer one, 


o v sr.'iccos. 


I' iu not sure wnac you mean Dy 


Incremental or variaci 


It cioos not lncxuue mcrementsx 


Ana it dees not have- a deduction 


ror carrying costs, eitner, aoes it? 


I^ does not nave a deduction for 


carrying costs. 


q. Die. you niuRe any otner est 1 .antes 

* 

ci or and contribution for generics for 1985 wnicn uo 

not appear on your 6-18-85 scnecu^e wnicr. is part of 

Wilson Exnioit 11 for identification? 

A. Yes. P- 

Q. Was it an estimate between tae 

_ 

period when the 198o budget went into effect and this 


6-28 QPR? 


Repeat that again, please. 
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Q. Was an estimate mace as or a 

date between tne cate of one 1985 Dudget and tne 


6—2 6- £5 QPR estimate.' 


Are you asking me were tnere 


interim estimates in between these estimates nere? 


I don't believe so. 


So you mace estimates after tne 


6-28 QPR? 


Do you recall wnen? 
Not specific oates. 


Nontn s? 


HR. PHILLIPS: I'll remind tne 


witness of my earlier csgactions tc testimony after 


August 31st f 1 965 . 


structina aim? 


MR. TO PLAN : Are you 1 n- 
* 


HR. PHILLIP^: No, I'm no: 


instructing nirn not to answer, I'm instructing him not 
to answer to the extent that tne question calls for 
information after — no, I'll let mm testify as to 


what he prepared. 


tn em, 


MR. TOPHAN: Just won't proam 
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MR. PHI.uLj.PS: iic, oe cause you 


taven't requested tnern. 


O have. 


Ml;. TOPKAK : True. Yes, we 


KR. PHILLIPS: No. Yo ur fourtn 


document request, the date of tne response on it is 
August 5th. 

MR. TO PHAN: You are not up to 


Gu Z£ « 


MR. PHILLIPS : K&v&n 1 z 56cn any 


other document requests tnen if you've got one. 

° MR. TO Pi-AN : It's out tn ere. 


MR. PHILLIPS: When did you 


serve it? When? 


MR* TO PLAN: Recently. 

HR. PHILLIPS: I haven’t seen 

it. I take it tne response is not aue immedi ateiy. 

* 

MR. TOPMAN: I didn't say it was 


produciolt now, 


MR. PHILLIPS: I think that's 


what your comment implied, 


MR. TOP MAN : No. 


<> 


A. What's tne question, again, now? 

Q. You got me. Hr. Wilson, I don't 

know either with all this colloquy. 
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\J 

it. V^aG 1 G 


Dd CK . 


re cor c.) 


August, 


ge ne r i cs ? 


(Tne court reporter read 


I woulo say we maae one for 


That was made specifically for 


I woulo say it was mace for 


generics, out as a part of tne QPR or quarterly profit 


projection, q 


In otner worcs, using as a sot 


of model or example, your 6-1G-S5 sen scale, was; we 
would expect to see ^s anotner column at tne end wnicn 
would say £-2 £- Go QFR? 

A. As^to tne dates I'm not sure, 


Q. But rougniv m that Kino of 

* 

tn me. 


Q. Any otner estimates after tnat? 

A. I'm sure tnere ^-ere otner 

estimates, Dut I don't nave the specific dates as to 

when they were prepared. v ’ 

Q. You used the word commercial on 

e» 

the schedule, what does that refer to? 
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2 ousmess. 


4 O ousiness? ' 


6 vending, 


lefers to tn e 3j.ec*; anc. W 7 ;a;; 


As opposed to what, military 


Private laoel, military. 


So it's sort of 1 ike everything 


a out private label, military and vending? 
$ 

9 A. C-PC. 


12 of commercials, 


Woula GPC oe a private laoel? 


We don't use it in tne content 


VJnen you aid tne August QPP, oic 


14 you aajust for tne cost to be paid to GPC of 7 5 cents 


15 per thousand? 


LR. PHILLIPS; Objection. 

Yes, yes. 

* , 

You adoea tnat m as an 


IS additional cost? 


Ye s. 


22 into? 


Wnicn line itemp.did you add it 


If memory serves me^correct, I 


2 4 may have created anotner line called royalty. 

c 

25 Q. And that would be under 
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mar ks ring? 

135 

2 

A. 

Ye s. 

3 

Q. 

Now woula it oe correct that if 

4 

q price increase nad 

not become effective August 1st, 

5 

wnich I believe is 

what you testified to, tne QPR, 

6 

gross paia sales. 

wouic. be rougnly in tne neignbornooc 

7 

or aoout $18.70. 


8 


MR. PHILLIPS; Objection. 

S 

® 

A. 

Nc. 

1C 

o 

It woul a do nigner or 1 cw er , 

11 

rougnly ? 


12 

A. o 

It would prooaoly os nigner. 

13 

Q. 

Even assamino no price increase? 

14 

A. 

Right. No, I'm sorry, higher 

15 

man your number. 

Kign^f tn an what? 

15 

Q. 

I'm sorry. In other words, my 

17 

question is: I isk-jq you if it would oc- rcugr.iy 

1 8 

around 18.70 as sum 

* 

ing no price increase. 

1 & 

A* 

Tn at 1 s co r r ect. 

20 

Q. 

s 

Anu you said no. 

21 

A. 

Rignt. p. 

22 

Q. 

You said you thought it would ds 

23 

nigner you thought 

<> 

• 

24 

A. 

Yes, sir. 

25 

Q. 

Why would i t be higher? 
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MR . PH IL L I PS : O o j £ c; i on. 

A. It's speculation. Hitnout 

doing a total calculation on it, you arc- only talking 
^about a price increase tnat woula De m effect for 4 
months, so you are only talking aoout approximately a 
20 to 30 cents impact on tnis composite for tne year. 

q. I see. Tne reason I used the- 

18.70 figure was it was the figure that you used in 
your April 11, ’£5 upoate which just preceded any 
price increase assumption. 

HR. PHILLIPS: Question? 

Q. o So I guess my question is: Nny 

isn't that 18.70 tne effective price if it was gooc 
enough in April? 

Mil, PHILLIPS: ODjectiOn to 


rorm. 


A top sice answer tc tnat woulc. 


oo tnat your sales distribution for your 5-28-85 
estimate is going to oe different than the sales 
distribution as or 4-11-85. 


to be less military. 


In tne sense tn^t tnere is going 


No. In tne sense tfiat you are 


more than lively going to have higner sales in the 
latter part of the year under your 6-28-85 versus your 
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4-11-35. 


sales? 


You are going to nave lucre 


Yes, sir. 

Way should that affect tne per 


thousand gross paic sales? 


A. You are going to nave more units 

priced at the higner price. 

Q. i-ly question is wuy is it a 

higher pricin' there is no price increase? 

A. Gcco point. it's reasonable to 

tninK that tne oaiy nix aifferer.ee v/cula do tne o:;; 


ana tne saies. 


In tn e ru i 1 1 ta ry ? 


Waic.t is at tne ruimrauir, 


percentage of your overall taing. 

A. Yes. 

I'iR • PE ILL I PS : Objection. 

Q. So, is it fair to say after 

naving lookea it through, tnat 18.70 g.s a Dellpark 
gross paid sales per thousand figure without a price 


incr ease ? 


It's r easonable. 

e» 

Now, when one uses that figure 
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using cne 6-28 numbers, tnat is a birfere-ncs of 

rcugniy 72 cents. 

MR. PHILLIPS: Objection. 

Q. Is that correct? 

MR. PHILLIPS; Objection. 
q. In tne gross paid sales amount? 

A. Tn at is a difference of 7 2 




cents, 


Q. 


Tnat wculc trierefore reduce tne 


orand contribution from 1.56 to 84 cents; is tnat 
co r r ect ? 

o MR. PHILLIPS: Objection. 

A. If tnat was tne only assumption 

c.nange, yes. 

q. Y^. Ana if we deauct from tnai 

tne aaditional GPC cost of 75 cents, tnat woulc. lea/e 
a 9 cent brana contribution. 

MR. PHILLIPS: Objection. 

A. You are making the assumption 

tnat GPC 75 cents wculu be applied to ail volumes, 
whicn is incorrect. ^ 

Q. Wnat percentage of volumes dio 

you project GPC to apply to? 

MR. PHILLIPS: As of August or 

as of -- 
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1 

3 

4 

5 

6 

7 

8 
3 

10 

11 

12 

13 

14 

15 

16 
17 
1 G 
1 S 
20 
21 
22 

23 

24 

25 


O 


A. 

Q. 

A. 

Q. 


Hi.. TOPMAK : nw- of Angus;. 

As of August? 

Un-nun. 

I aon' t r ecal1. 

Yo u aon't r ernerabe r. Tn e num ds r 


on tne mix sheet, wnicn is Page 1 of Wilson 11, is 
vP 

400,000 sticks; is tnat rxgnt? 

A. For i-iajor Erand? 

o 

Q. I‘r.i sorry, for GPC. 

Tnat's correct. 

q. Riant. In tact, wasn't tnr 

projection cioseP to 4 billion sticks for '84? 

HR. PHILLIPS: Ooj action. 

<> 

Q. Hot at tn is point in time ir. 

5-2G out subsequently. ^cr '65, I'm sorry. 


Q. 

A • 
Q. 


HR. PH IL LI PS : 0 o j action. 

Let me withdraw it. 

* 

Okay . 


Suosequent to tne 6-28 QPR wmc 


nas or was oaseo upon 400,000 GPC sticks, didn't Brown 
& Williamson make projections tnat tn^y would sell 4 
billion sticks of GPC in 1985? Ballpark memory? 


A. 

Q. 

the proj ection? 


I don't believe sc. v 

Do you nave a ballpark range for 
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A. lio, not: witnout referencing my 

r il es. 

HR. TO PM AN : Let's merit as 
Wilson Exhibit 15 for identification, a document 
entitled GPC Generic Pr of i taoil ity Summary. It's a 

four-page document. Stamp numoer 15Q23S tnrougn 42. 

& ... „ _ 

(Wuereupon, Exmbit lo was marxeo for 


idsntificaticn.) 

A. 

C • r* 


Wilson? 


A. 

Q. 


st udy ? 


Q. 

tms study? 

A. 

Q. 

A. 

Q. 


Okay. 

Have you seen that before, Mr. 

Ye s, si r. 

Who asked you to prepare tins 

PrI ILL I PS : Objection. 

Die anyocciy asx you to prepare 

I oel l ev e so . 

Wno was tnat? 


Mr. Bacon. 

Did you prepar^any other 
analysis or reports on GPC Desides this one? 

MR. PHILLIPS: Wnat^tiiue frame? 
MR. TO PHAN; Any time. 

A. I believe so. 


o 
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T* 1 


pr epa red? 


Is mis tne rirsc on; you 


I aon't recall wnetnsr tins was 


tne first one or miadle one or -- 

Q, Did you ever do one which 

analyzed tne cost of 7 5 cents per tnousand as opposec 
to tH'e cost which is used here in Wilson 15? 

HR. PHILLIPS: Objection. 


particular analysis, 
o 


you do at GPC? o 


I don't particularly recall tnat 


L'nat kind of otner analyses die 


One tnst I can recall wculc os 


scenario -- several scenarios reflecting different 
assumptions as to tne amount of monies available for 
royalties, rebates, 

0. How did you calculate tnat? 


it si cai’f 


y similar to a trading 


profit estimate to the extent you are given a set of 
assumptions, instead of arriving at a trading profit 
number, you arrive at a number available for trading 
profit or r eoa tes/roy al ti es. 

Q. How did you calculate tne volume 

rebate tnat would be paid to purchasers of GPC 


cigarettes? 
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MR. FH ILL I PS: ODjfeCncn. 

q. Wnat assumptions die you use? 

HR. PHILLIPS: Objection. 

A. In reference to wnat? 

Q. How did you determine wmch 

volume rebate category a purenaser of GPC cigarette; 
was going to be placeo xn? 

MR. PHILLIPS: Oojection. 


cr any calculation? 


In tnis particular calculation 


10 ur o tn or cal cul a1 1 on w ner e y eu 


tciea to figure out new muc:i trading prc.it was 
avail aoie for GPC. 

$ 

MR. PHILLIPS: Objection. 
q. 1 1 ^, otner weros, turn to Page 2 

of wnat's oeen marked as Unson 15. You have 2 


scenarios a ere. 


On- a un. 

Wn l ch ty pe of s ce na r i c qi c y o u 


use in calculating pr of ltaoil ity -- trading profit 
available to pay the royalty for GPC?p. 


one back? 


record.) 


MR. PHILLIPS: Can I have tnat 


(The court reporter read the 
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(B&W) PR( 


YTKTi 


NATION PROTECTIVE ORDER 


i 


tli<. PHILLIPS ; Oujecticn. 

I aon't recall specifically what 


assumption we used. 


Mr. Wilson, you prepared Wilson 


15 for aaentiiication, aid you not? 


prepared this. 


My staff or myself would na^e 


Ana tnis was an attempt to 


analyse profitability of a possible deal de tween Brown 


a V7 a 11 i am son ana GPC. 
o 


MR. PHILLIPS: Dejection. 


A. o 


It was an estimate oasec on 


certain assumptions to arrive at a trading profit fer 

O 

tne GPC ousi ness. 

q. Wi^en aid you first near tnat 

d r ow n a William son was co n sidc ring going i nt o a 


transaction witn GPC? 


or mentn. 


I oon't recall tne specific cate 


Was it *34 or '35? 


I oelieve it wa^ '85. 

And it was prior to tne date of 


Wilson 15, whicn is 6-15-85? 


Ye s. 


How was the pending transaction 
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describee tc you? 

MR. PHILLIPS: Objection. 
k. Tnere again, ic's a discussion 

Otnac I woula nave nad with Tony Bacon relative to tne 
assumptions that ne wanted to lay out and in terms of 
now ne wanted tne calculations presented. 

q. Again, tne valioity or tne 

conclusion is as good as the assumptions. 

kR. PHILLIPS: Objection. 


assumptions, yes. 


your assumptions. 


fn e n urn oars reflects tne 


Now let's tsKe a look at some cf 


Turn to i-age 6-15-85, one 
$ 


assumption is that sales revenue assumes a 2.50 per 
tnousand price increase geffective October 1, 1985; is 
that rignt? 

A. That's what tne document reads. 

q. How ir you look at Wilson 11, 

your 6-18-85 estimate made one ca^ prior tc tne GPC 

estimate, has a difxerent price assumption, doesn't 

it? p 

A. That's correct. 

Q. It eliminated the 2^50 per 

thousand increase effective 10-1, which is tne 

e» 

assumption in the GPC document, and changed it to a 
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(B&W) PI 


collar per tnousano increase for Kings and a dollar 
an6 a quarter per tnousano increase for Longs, 


correct? 


MR. TOPHAN: Oojection to your 


loaded worcs, Mr. Topman. 


recorc.) 


Could you restate tne question? 


MR. TGPILAR : Orf tne r score. 


(A discussion was nelc off tne 


MR. TOPLAN : Why ccn't you just 


reac it dock to Mr. Wilson? 


recor d.) 


(Tea court reporter read th 


The assumptions in the G-10 


estimate was cnangec to Reflect tne dollar and dollar 

and a quarter price increase. 

q. And that was done tne day oeior< 

the preparation of tne GPC analysis of 6-1&-85 whien 

used tne oxo 2.50 per tnousand price increase 

s 

effective 10-1-85? 

MR. PHILLIPS: Objection. 
q. Is that correct? 

MR. PHILLIPS: ODje£tion. 

A. I believe that's correct. 

q. Here we have under variaole 
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margin or co so unaer assumptions m me GPC Go cumene, 
4-1-85 stancaras inflated to 9-1-85. Dc you recall 
wnether these are Dudget standsros or operating 
O standa r qs ? 

A. No, si r. 

Q. Tnen it has 2 mere assumptions, 

implementation of 2 items and no implementation or 2 
otner items. Dio tne implementation of tnose 2 items, 
laser perforation and SDS for NTS affect tne variable 
cost figures 0 tnat are used m tnis stuay? 

MR. PHILLIPS: I'll object to 

tne form of tne Question. 

A. They are a part of tne 

assumptions, out I don't know what impact they hac on 


nose costs. 


(A snort recess was taiten.) 


Q. Would you turn to tne last pige 

cf tne document? It snow's gross paid sales per 
tnousand of $21.32. Can you explain how you 
calculated that, Ur. Wilson? 

A, Basically it reflects a $2.50 

price increase effective October 1 as laid out in tne 


assuraptions. 


arrived at that? 


Okay. You don't know how you 
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15 


Du 


A. Other man it induces trie 

assumption of 52.50 per II, no. 

q. Ta^e a loos at, if you would, 

the first page of this document, wnicn shows gross 
^paid sales for 1 985 of $19.57. 

A. Okay. 

Q. Can you tell me why triers is a 

d' 

difference in gross paid sales per tnousand for 1905 
of a collar^, 3 5? 

A. hot off me top of my nead. I 


<2. 


liotamg in the assumption; 


explains tnat, does it?' 

A. Kota mg tnat reconciles rue 2 

schedules. Me, I can't explain it to you. 

- 

Q. How aid you calculate the DAI? 

at 3 cents? 

* 

MR. PHILLIPS : D— A- I—F? 

MP.. TO PRAM : U a- h$n . 

Q. Wmcn appears on tne last page 

of Mil son 15. ^ 

A. Tnat is a function of a .0^3 5 

times tne gross paid sales. 

Q. Mot times the 21.32, is it? ® 

A. Mo, times a grossed number. 
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JTECTIVE ORDER 

151 


Q. Wot ne- of tns 2 percent? 

A. Tn at' s correct. 

Q. And you nave 2 figures untier tns 

2 scenarios for the reoate. For scenario 1, it's 
$4.20, for scenario 2 it's $3.65. 

KR. PHILLIPS: Wnat page are you 


page cf tne exnioi t. 


MR. TO PM AM ; Still on trie last 


Tn a t is t n e v a r i aol e be tw s e n t n e 


2 scenarios; is tnat correct' 

o kr . : 

Q. For ' 8; 


cor r 

ect 

•p 

MR. 


IL 

For 

’ 8 

5 . 

MR. 

Pit 

IL 

Ti^e- 

r e 

OS 

on 

pr o 

f 1 

And 

th 

<Z ' 


alone with tne impact on pror it-snaring. 

Q. And the 4.20 figure under 

scenario 1, reflects the assumption that tne maximum 
reaate is paio directly to G?C at tne highest volume 
category; is tr.at correct? 

A. I believe tnat'^s correct. 

Q. Whereas, the scenario 2 number 

of 3.65, the volume rebate category, which is used, is 
the party which actually buys the cigarettes and 
receives them from Brown & Williamson. 
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Tn e s = co no s ce n: 


£E3 U.'. e s 


lover recites pain oirectly co customers. 

0. Tncse ere GPC customers? 


Tn ar 1 s co r r ect. 


Q. And tacn you also nave an ancanr 

for fixtures at 35 cents per carton -- per tnousand. 


excuse me, correct? 


35 cents per thousand, yes. 


Tnot's true rcr oo tn sceneries? 


Tnat 1 s correct. 


Tne overheads of 2 5 cents, v/mcn 


is the next 1 ins °i tern refers to want, sir? 

a. Incremental overnesdo. 

Q. Wouio you loch at tne bottom of 

tna page, mere is iixe ^ long narrow oox tnat entsnos 

across tne wiath of toe page, and it's titled ?a£ 

Pricing Sensitivity. Coulo you explain tnat? 

* 

A. It seems to me tnat tne pricing 

sensitivity reflects tne difference in tne case 
assumption of 2.5 0, wmen is assumed in tne oa so case 
price assumptions. The sensitivity op. having 
effectively a aollar and 12 cents price increase wculc. 
have a negative impact on trading profit,^of a collar 


And that's because the gross 


TASUCL13ADU, KUCK EH3 ROD s PATdil 
Louisville, Kentucky 40202 
( 502) 587-1 984 


http://legaCy.library.ucsf.ecfiritittKBg(l|®fpaC)CWp«Mv.industrydocuments.ucsf.edu/docs/srfl0001 




( 


(B&W) PR OTECTED BY MINNESOTA TOBACCO LITIGATION PROT E CTIVE ORDER 

is: 




i 

3 

4 

5 

6 

7 

8 
5 

10 

11 

12 


15 


16 

17 

1 u 


IS 


20 

21 

22 

23 

24 

25 


paid sales wo ala os reduced oy a dollar 12 ana a a si i 
cencs net of 2 percent discount? 

IiR. PH XLiLI PS : Olj set l on. 

0 A. No. Tne net change in selling 

price would oe a dollar 30. 

Q. Sow do you calculate tne dollar 




30? 


<5J 


A. 


It's ar. appronit.ate calculation 


cf tne ciffar ence between tne collar 12 ana tne ? 2 .oG 
adjusted for^the ltipact on DAIP and prof it-snaring. 

q. Sc oasically wnat tms tells you 

is instead of us Png a 2.50 price increase ass urnption, 
if you use a dollar 12 price increase assumption, you 
nave a negative impact on trading profit, resulting in 
a reduced trading profi^-of tno figures tnat are 
opposite tne line item called revised trading prorit. 
correct? 


ref1 set s. 


A. 


Q. 


KR. PHILLIPS: Objection. 


Tnat's exactly wnat the sc.is-c.uie 


If you lock at £age 1, you'll 


see it shows overheads of 50 cents per thousand tor 
1985. * 


A. 

0. 


Yes, sir. 




Rignt? And it also shows 
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carrying costs of 60 cents, correct? 

A. Yes, sir. 

q. On your last page where you nave 

Oyour scenario analysis, you show only overheads cf 25 


cents. Tnat's correct? 


That's correct, for 19 85. 

Yes. And you snow no carrying 


costs, correct? 


A. That's correct. 

Q. o The carrying costs plus tne- 

acditional 25 cents m ov emeses is equivalent to 85 
cents, is it not? 

^ LiR. PHILLIPS: Dejection. 

A. Relevant to what? 

Q. Using toe first page, it snows 

an additional 2 5 cents in overheads over scenario 1. 
Cor rect? 

A. (Ar r i rsa tive no a. ) 

Q. Ana it also 8 snows carrying costs 

of 5 0 cents, whicn are not snown on scenario 1. 

A. Tnat's correct. 

Q. If you add those 2 togetner, one 

25 and the 60, you get 85 cents, rignt? 

HR. PHILLIPS: ODjection. 

A. Tnat's true. 
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Q. T*ta; S5 cents subtracted r ro.r. 

your revised tradmc profit of 6 c j cents civet you a 15 

cent trading profit loss, does it not? 

v MR. PHILLIPS: Dejection. 

Q. Under scenario 1? 

MR. PHILLIPS: Objection. 

A. I'm not sure tnat's a relevant 

comparison, but if you ta»;e 55 sent from G5 cents you 
cj 

are going to get a less, yes. 

Q. 0 Wo ul o you jioCh at page 3, wince 

is also entitled GPC Generic Profitability, ana you 

sec there wafers 9eu write adjustments, incremental 

overheads to orina total to 50 cents? 

' $ 

A. Yes. sir. 

Q. 1^, i: correct, therefore, tnat 

it was your view that tne incremental ever neats shouit 

ou adjustec tc ormg tne total to 50 cents? 

* 

MR. PH IL LI PS : 0 D j e ct 1 on. 

A. Mo, sir, to too extent tms 

scnedule was Dasicallv requested as a sensitivity to 
scenario 2 nere. It aoes not necessarily reflect my 
point of view as to whetner or not 50 cents snould be 
assigned or 25 cents should be assigned. ^ 

Q. You were told — 

A. Yes. 
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15* 


Q. — to adjust i nor e.v. ental 

o^erneaus tc bring tne total to 50 cen:s. 




A. 

Q. 

A. 

Q. 

A 

• 

Q. 


Reievant to tnis schedule, yea. 
Vino cold you to do that? 

I believe Mr. Bacon cio. 

And did he tell you why? 

No. 

Die he cell you way he war.teo 




you to prepare this scenario — cr t;us sensitivity, 

excuse ne, whicn is tne third page cr tne document, 
o 

stamp number 150241? 

A. o I don* t r ecsil. 




Via ere die you obtain tne 


carrying cost rigure of 60 cents per thousand? 


I „be 1 1 ev e taat w e s p r ov i oe o ov 


Mr . tieco n. 


Q. Ana tnat 50 cents for 

mcromental overheads is per thousand cigarettes; is 
tnat right? 

A. Tn at 1 s cor rect. 

Q. On the first pa^e of the 

document you used overheads at 50 cents per tnousano, 
as well; is that right? 

A. For 1 985 , yes. 


Q. 




Yes. And did Mr. Bacon tell you 
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to use tnat figure, as well? 


I Dei 1 eve so. 


Q. Did you prepare tnis document as 

pan entity or at different points in time? 

A. I honestly don't recall, 

y. Tne reason I ask is tnat 

only one of the pages is dated S-18-35, wmcn is tne 
tmra page the document, yet it uses a tigure oz a 
collar 21 which comes from a later dated scneduie of 
( 5 - 19 . And that's sort of my question. Does mat nelp 


you at all in terms of tne timing 
mere confusing, perhaps? 


:csot for making l 


HR. Pii IL LI PS : O o j e ct i on. 

* 

A. J just can't recall as to 

wnetner it was a total package or if it was pieced 
together. 

q. were tnere early drafts of tr.is 

document or parts of it? 

A. I con't r seal i. 

q. Tne sales volume split or 

product mix that is assumed in tnis sp-udy or analysis, 
have you used tnat in other places or did you just use 
tnat one for this piece of work? ^ 

A. I really can't say. 

CJ 

Q. The split between Kings and Long 
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cr 4 9/51 percentage -- 


i£S r sir, 


— is -ii at a customary split 


Othat you generally use? 


correct, yes, sir. 


:eccr C .) 


mi . ?H IL LI PS : Objection. 


— when it comes to generics? 


hA. PHILLIPS: Oojection. 
Yes, tnar's directionally 


(A discussion was halo oft trie 


iiH. TOPLAN: iir. Phillips ms 


advisee me that because ne r.as a r espcnsioi 1 1 ty tc 

<> 

prepare tomorrow for a. do position on Friday, wine n he 

just recently learnso c^pat, he wili be unabie to 

present tne witness. Mr. Wilson, for a continuation of 

tu g oepesi tior. on tomorrow. He has advised me taat ns 

will produce Mr. Wilson to complete this examination. 

Tnat if we ^ninr. it necessary, 

Mr. Condren or someoody else of my office can do it 

Decause of a rescheduling problem, an£ that ne will 

consider and I nope agree to my request that Mr. 

Wilson's second day be in New York since fir. Condren 

and I came down nere fully expecting to complete Iir. 

«> 

Wilson today, and, if necessary, tomorrow, which turns 
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out to oe tne case. 

I would suggest that I would 

line tc get hr. Wilson scheduled relatively promptly 

O so we can get this out of the way for nim, as well, 

and I'd 1 iK-e you to get back to me, certainly by 

Monday or Tuesday of next week, wita some suggested 
d* 

da tes• 


cj 


HR. PHILLIPS: I will certainly 
co that. As I told you m an off the record 
co nv er sa ti onp I will make nin availaole as soon as 
conveniently possiole, and I'll taice under advisement 
your r eg uo st i ot Lew lorn. 


vrsr a It's more a factor of hr. 


'Wilson's scnecule than of mine, but we will discuss 

v 

tni£, and I wil 1 get been to you on it next ween. 

TO Pi‘.A:J : Oxay . 

MR. PH IL L I‘PS : As you snow, 
we've got a lot of depositions m tms case, and tne 
fact tnat cue/ ere stacked on top of eacn ocner is 
something I can't avoid. I did tginn tnat you wouic 
imisn with him today, though I realize it's your 
prerogative to conduct your own deposition. 

HR. TOPHAN: Off tne record. 


record.) 


(A discussion was held off the 


$ 

MR. PHILLIPS: We hereby deem it 
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is conriccniiai pursuant to tne stipulation crier 
entered i n discovery. In addition, Bruce, I take it 
tnat when you fmisn tne deposition, I wiii nave a 
right to cress cn material tnat you covered today iz I 


want to. 




KR. TO PIxAiJ: Oh, sure. 
(Witness excused.) 

****** 


<9 


<9 


O 
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Given under my nano as nonary aforesaid, 
tnis tne 14on day of February, 15 85. 

Our commissions expires April 2, 1951 2 nd 
^September 5, 19S7, respectively. 


& 


CATHERINE M. PAT Ed . C. P. , C. il. 
Court reporter and Notary Puolic 




State of Kentucky at Large 




A*j iLu TANNEii d AU i if C. ?. , C. h. 
Court Reporter and Notary Puolic 
State of Kentupjcy at Large 
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I, uii under signsci. TdGi-.A3 '>?. 
Will SOU, do nereby certify tnar I nave read tat 
foregoing deposition, ana tnat to tne best of ny 
^knowledge, said deposition is true and accurate (witn 
exception of the following corrections listed oelcw:) 






Tnomas W. Wilson 
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STAfl’E OF 


COUNTY OF 


Before me, tne undersigned 
Notary Puolic within and for tne above-named county 


and state, on the _ 


_day of_, 1 9 66 , 


personally appeared THOMAS W. WILSON, and acknowledged 
tne Execution of the foregoing document. 

My commission expires: 


i'i0 TaH l yjDLiC 
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